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THE  PRESIDENT'S  BUDGET  PROPOSALS  FOR 

FISCAL  YEAR  1994 


FRIDAY,  MARCH  5,  1993 

House  of  Representatives, 
Committee  on  the  Budget, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  1:05  p.m.,  Room  210, 
Cannon  House  Office  Building,  Hon.  Bill  Orton  presiding. 

Members  present:  Representatives  Sabo,  Orton,  Blackwell,  and 
Pomeroy. 

Mr.  Orton.  We  will  begin  these  public  hearings  this  afternoon  by 
welcoming  you  to  the  Budget  Committee. 

It  is  a  pleasure  to  be  able  to  hold  hearings  to  hear  the  comments 
and  views  of  the  public  and  public  advocacy  groups  in  our  budget 
process.  We  are  very  interested  in  the  particular  views  of  each  in 
attendance  and  look  forward  to  your  testimony.  Your  views,  of 
course,  will  be  taken  into  consideration  in  our  process. 

We  will  allow  Members  to  submit  for  the  record  opening  state- 
ments and  also  would  allow  each  of  the  witnesses  to  submit  their 
testimony  in  writing  in  full  for  the  record  and  summarize  their 
views  here  before  us. 

To  begin  the  witnesses  today,  we  will  invite  Mr.  Jim  Weill,  who 
is  chief  counsel  for  the  Children's  Defense  Fund.  The  Children's 
Defense  Fund  is  a  Washington,  DC,  based  public  advocacy  and  edu- 
cation group  advocating  particularly  the  interests  of  children,  the 
poor  and  minority  children  in  specific. 

And,  Mr.  Weill,  it  is  indeed  a  pleasure  to  welcome  you  here 
today.  We  look  forward  to  your  testimony  and  would  ask  you  to 
proceed  as  you  see  fit. 

STATEMENT  OF  JAMES  D.  WEILL,  GENERAL  COUNSEL, 
CHILDREN'S  DEFENSE  FUND 

Mr.  Weill.  Thank  you  very  much,  Mr.  Chairman.  The  Children's 
Defense  Fund  greatly  appreciates  the  opportunity  to  testify  here 
today. 

I  am  just  going  to  summarize  briefly  what  we  put  in  our  written 
testimony. 

In  his  economic  stimulus  and  budget  proposals,  the  President  has 
made  a  set  of  what  we  consider  to  be  very  sound  choices  which,  if 
adopted  and  implemented  by  this  committee  and  the  Congress,  will 
improve  the  lives  of  many  of  America's  children  and  families  and 
build  a  stronger  Nation  in  the  years  ahead.  So  we  urge  the  commit- 
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tee  to  craft  a  budget  resolution  that  will  incorporate  the  Presi- 
dent's package. 

While  getting  control  over  the  deficit  is  certainly  central  to 
building  and  sustaining  the  long-term  economic  health  of  our 
Nation,  so  is  meeting  the  needs  of  children  and  families  in  this 
country.  Neither  standing  alone  is  going  to  suffice.  We  must  do 
both. 

Ill-fed,  under-educated,  unhealthy  and  increasingly  alienated 
generations  of  children  and  youths,  our  Nation's  future  workers, 
parents  and  voters,  will  not  grow  the  economy  or  sustain  social  se- 
curity's intergenerational  promise  or  maintain  a  strong  defense  or 
nurture  our  democracy,  no  matter  how  small  the  deficit  is. 

Our  economic  peers  and  competitors  already  know  these  lessons, 
and  they  generally  have  lower  rates  of  babies  born  too  small,  low- 
birth-weight  babies,  of  infant  mortality,  of  preventable  physical 
and  mental  disabilities,  of  homelessness,  childhood  hunger,  violence 
among  children,  low  academic  skills  and  teenage  births.  Unless 
this  Nation  changes  course,  the  costs  that  are  being  borne  today  by 
our  children  will  be  borne  by  the  society  as  a  whole  tomorrow  in 
the  form  of  lower  productivity  and  economic  growth  and  higher 
costs  for  welfare,  foster  care,  remedial  education,  criminal  justice, 
and  other  remedial  expenditures. 

President  Clinton's  budget  proposals  focus  investment  where  it  is 
most  needed  to  break  this  cycle  and  where  it  will  make  the  most 
significant  difference:  On  our  Nation's  children  and  their  families, 
through  programs  that  we  all  know  work  and  for  which  there  is 
strong  public  support. 

The  first  of  these  is  Head  Start.  Head  Start  helps  children  build 
the  confidence  and  skills  they  need  to  succeed  in  school  and  to 
become  leaders,  taxpayers  and  productive  citizens  in  the  future.  A 
Head  Start  experience  for  all  eligible  children  is  vital  to  achieving 
our  Nation's  first  education  goal,  as  laid  out  by  the  governors — led 
by  Governor  Clinton — and  President  Bush  and  adopted  by  this  ad- 
ministration as  well,  the  first  education  goal — that  all  children  en- 
tering school  are  ready  to  learn. 

Head  Start  recognizes  that  in  order  to  get  ready  and  to  thrive, 
young  children  must  not  only  have  a  quality  early  education  but 
must  also  be  healthy  and  well  nourished  and  have  their  parents  ac- 
tively involved  in  their  learning.  But,  right  now,  funding  levels 
only  allow  about  one-third  of  eligible  children  to  participate.  The 
President's  proposal  to  fully  fund  Head  Start  will  correct  that  and 
assure  that  an  entire  generation  of  our  Nation's  children  enter 
school  ready  to  learn. 

We  are  also  pleased  that  the  budget  proposals  are  designed  not 
just  to  assure  that  all  eligible  children  can  get  the  program  but 
also  that  the  children  will  receive  a  high-quality  experience. 

I  would  call  your  attention  to  the  letter  sent  earlier  this  week  to 
the  Budget  Committee  by  Ed  Zigler,  one  of  the  founding  fathers  of 
Head  Start,  Urie  Bronfrenbrenner,  Berry  Brazelton,  and  more  than 
a  dozen  other  distinguished  early  childhood  scholars,  all  of  whom 
enthusiastically  endorsed  the  full  funding  of  Head  Start  to  reach 
all  eligible  children  and  to  assure  that  the  high  quality,  now  char- 
acteristic of  most  Head  Start  programs,  becomes  characteristic  of 
all  Head  Start  programs. 


The  President  has  also  announced  his  plans  to  assure  that  all 
children  are  fully  immunized  on  schedule.  It  is  a  national  disgrace 
that  fewer  than  60  percent  of  2-year-olds  in  most  States  in  this 
Nation  are  fully  immunized.  While  nearly  all  children  catch  up  by 
the  time  they  go  to  school,  too  many  preschoolers  are  left  vulnera- 
ble to  potentially  deadly  or  crippling  diseases. 

There  is  a  terrible  irony  that  this  country  has  played  such  a  key 
role  in  developing  vaccines  that  are  saving  millions  of  lives  around 
the  world — a  point  we  were  reminded  of  sadly  this  week  when  Dr. 
Sabin,  one  of  the  inventors  of  the  oral  polio  vaccine,  died  and  re- 
minded us  of  the  magnitude  of  the  medical  triumphs  of  this  centu- 
ry in  preventing  childhood  diseases — it  is  a  terrible  irony  that 
American  children  now  lag  behind  children  throughout  much  of 
the  world  in  getting  the  benefit  of  these  vaccines. 

Because  the  money  we  spend  on  immunization  saves  so  much 
more  by  averting  later  health  costs  of  treatment,  the  Nation  could 
avoid  billions  of  dollars  in  health  care  costs  as  well  as  save  scores 
of  lives  and  prevent  thousands  of  illnesses  by  immunizing  all  chil- 
dren as  the  President  has  proposed. 

It  is  also  essential  that  the  Budget  Committee  preserve  Con- 
gress's ability  to  pass  again  the  Child  Welfare  and  Family  Preser- 
vation Act  provisions  that  passed  the  Congress  last  year  as  part  Tff 
the  urban  aid  bill  that  was  vetoed  by  President  Bush  on  unrelated 
grounds.  The  family  preservation  provisions  will  help  rescue  fami- 
lies in  crisis  and  thereby  bolster  the  eventual  self-sufficiency  of 
both  parents  and  children! 

It  is  important  for  both  the  immunization  initiative  and  the  child 
welfare  and  family  preservation  provisions,  at  a  minimum,  that  the 
committee  in  putting  together  the  budget  resolution  include  lan- 
guage in  the  resolution  or  report  which  preserves  and  reserves  the 
ability  of  Congress  to  move  these  two  initiatives  this  year  as  man- 
datory spending. 

Other  key  investments  in  the  President's  budget  which  will  di- 
rectly benefit  children  and  their  families  and  help  them  progress 
toward  better  futures  include:  Full  funding  of  the  WIC  program, 
expansions  in  key  job  training  and  youth  employment  programs, 
the  expansion  in  Job  Corps  and  the  improvements  in  the  Earned 
Income  Tax  Credit.  These  and  other  provisions  all  move  toward  as- 
suring that  all  of  America's  parents  and  youth  have  the  opportuni- 
ties to  secure  the  skills  necessary  for  employment  and  that,  if  he  or 
she  works  full  time,  no  American  parent  will  have  to  raise  his  or 
her  children  in  poverty. 

In  sum,  the  President's  budget  provides  the  Congress  and  the 
Nation  with  the  opportunity  to  make  a  difference  where  it  counts, 
for  children  and  their  families  and  their  futures,  and,  thus,  for  our 
Nation's  future.  We  urge  the  committee  to  include  the  President's 
proposals  in  their  entirety  in  the  budget  resolution  and  to  assure 
that  the  proposed  investments  for  children  and  their  families 
become  a  reality  this  year. 

Thank  you  very  much. 

[The  prepared  statement  of  James  D.  Weill  follows:] 


Prepared  Statement  of  James  D.  Weill,  General  Counsel,  Children's  Defense 

Fund 

Mr.  Chairman,  the  Children's  Defense  Fund  greatly  appreciates  this  opportunity 
to  testify  here  today  on  the  President's  budget  proposals. 

In  his  economic  stimulus  and  budget  proposals,  the  President  made  a  set  of  ex- 
tremely sound  choices  which  will  improve  the  lives  of  many  of  America's  children 
and  families  and  build  a  stronger  Nation  in  the  years  ahead.  We  urge  the  Commit- 
tee to  craft  a  budget  resolution  that  incorporates  the  President's  package. 

First,  the  President's  proposals  provide  a  good  mix  of  deficit  reduction  and  invest- 
ment measures.  The  President  and  the  Congress  are  faced  with  the  problem  of  con- 
trolling the  deficit  while  also  investing  in  our  Nation's  future.  Just  as  getting  con- 
trol over  the  deficit  is  central  to  building  and  sustaining  the  long-term  economic 
health  of  our  Nation,  so  is  meeting  the  needs  of  our  children.  Neither  standing 
alone  will  suffice. 

Neglecting  an  out-of-control  deficit  subverts  our  economic  and  social  future.  But 
neglecting  the  desperate  needs  of  millions  of  American  children  just  as  surely  sub- 
verts our  economic  and  social  future.  Ill-fed,  undereducated,  unhealthy  and  increas- 
ingly alienated  generations  of  future  workers,  parents  and  voters  will  not  grow  the 
economy,  sustain  Social  Security's  intergenerational  promise,  maintain  a  strong  de- 
fense and  nurture  our  democracy,  no  matter  how  small  the  deficit  is. 

Yet  that  is  the  mounting  danger  we  have  been  facing  as  the  American  dream  has 
come  near  to  collapse  for  millions  of  families,  youths,  and  children  in  all  races  and 
classes.  There  are  more  poor  children  in  America  today — over  14  million 
(14,341,000) — than  in  any  year  since  1965,  despite  the  near  doubling  of  our  Gross  Na- 
tional Product  during  this  period.  Particularly  hard  hit  have  been  America's  young 
families.  These  families  (headed  by  adults  under  the  age  of  30)  with  children  are  the 
group  in  which  our  Nation  invests  the  least  and  they  are  the  group  in  the  deepest 
trouble.  Even  though — in  an  effort  to  compensate  for  falling  hourly  wages — more  of 
these  young  adults  are  working  than  a  generation  ago,  they  are  still  starting  out 
with  family  incomes  one-third  below  those  of  their  counterparts  in  the  early  1970's. 

Young  parents,  in  particular,  but  all  American  parents  are  working  harder  for 
less,  as  their  benefits  and  wages  have  shriveled  over  the  last  two  decades.  Yet,  we 
have  not  responded  to  the  growing  need  of  these  families  for  decent  child  care,  as 
their  work  effort  has  grown,  and  we  have  let  their  access  to  private  health  insur- 
ance wither  away,  so  that  often  two  jobs  provide  less  protection  to  a  family  today 
than  one  job  did  a  generation  ago.  We  have  not  provided  their  children  the  schools 
and  pre-school  environments  they  need  to  thrive  and  learn  and  prepare  for  the  21st 
century  economy.  And  we  have  created  a  society  in  which  more  and  more  children 
live  in  single-parent  families.  This  economic  and  social  decline  has  struck  virtually 
all  types  of  families  with  children:  white,  black  and  Latino;  married-couple  and 
single-parent;  and  those  headed  by  high  school  graduates  as  well  as  dropouts. 

The  plight  of  America's  families  isn't  just  a  product  of  the  recession,  and  won't  be 
solved  merely  by  the  return  of  stronger  economic  growth.  Most  are  not  victims  of 
cyclical  economic  trends;  they  are  victims  of  structural  economic  problems  and  a 
failure  of  the  public  sector  to  meet  families'  needs.  The  number  of  preschool  chil- 
dren in  poverty  kept  rising  for  several  years  in  a  row  in  the  late  1980's  even  while 
the  economy  was  growing. 

The  economic  and  social  costs  of  poverty,  ill-health,  neglect  and  violence  among 
our  Nation's  children  are  staggering.  We  suffer  far  more  than  most  of  our  economic 
peers  and  competitors  abroad  from  high  rates  of  babies  born  too  small,  infant  mor- 
tality, physical  and  mental  disabilities,  family  homelessness,  childhood  hunger, 
school  absenteeism  and  dropouts,  grade  repetition,  violence  among  children,  low 
skills  and  teenage  births.  Unless  we  change  course,  these  costs  being  borne  by  our 
children  today  will  be  borne  by  our  society  tomorrow  in  the  form  of  lower  productiv- 
ity and  economic  growth,  and  higher  costs  for  welfare,  foster  care,  remedial  educa- 
tion, criminal  justice  and  other  remedial  expenditures. 

President  Clinton's  budget  proposals  take  major  first  steps  in  breaking  these 
cycles  and  focus  investment  where  it  is  most  needed  and  where  it  will  make  the 
most  significant  difference:  our  Nation's  children  and  their  families.  The  President 
has  chosen  to  invest  in  children  through  programs  that  we  all  know  work,  where 
there  is  strong  support  and  consensus  that  public  investments  can  and  do  make  a 
difference. 

Head  Start  and  immunizations  are  the  first  places  to  start  investing  in  the  next 
generation,  both  because  they  enjoy  widespread  support  and  because  they  lay  the 
groundwork  for  future  success.. Head  Start  helps  children  build  the  confidence  and 
skills  they  need  to  succeed  in  school  and  to  become  leaders,  taxpayers,  and  produc- 


tive  citizens  in  the  future.  A  Head  Start  experience  for  all  eligible  children  is  vital 
to  achieving  our  Nation's  first  education  goal — that  all  children  enter  school  ready 
to  learn. 

Head  Start  is  a  very  special  program.  It  recognizes  that  in  order  to  thrive,  young 
children  must  not  only  have  a  quality  early  education,  but  also  must  be  healthy  and 
well  nourished  and  have  their  parents  actively  involved  in  their  learning.  Right 
now,  funding  levels  allow  only  one-third  of  eligible  children  to  participate  in  this 
program.  The  President's  proposal  to  fully  fund  this  program  will  correct  that  and 
assure  that  an  entire  generation  of  our  Nation's  children  enter  school  ready  to 
learn. 

This  week,  sixteen  leading  scholars  and  educators  in  the  area  of  early  childhood 
education,  including  Dr.  T.  Barry  Brazelton,  Dr.  Julius  Richmond,  Dr.  Urie  Bron- 
frenbrenner,  and  Dr.  Edward  Zigler,  enthusiastically  endorsed  the  President's  pro- 
posal to  fully  fund  Head  Start.  Writing  to  this  committee,  they  stated:  "Expanding 
Head  Start  is  the  best  way  to  guarantee  that  all  children  enter  school  ready  to 
learn.  The  program  supports  both  young  children  and  their  families  through  a 
range  of  comprehensive  services.  Evidence  from  research  clearly  demonstrates  that 
high  quality  comprehensive  preschool  programs  yield  substantial  long-term  benefits 
for  low-income  children,  promoting  their  healthy  development  and  future  success." 

During  the  past  twelve  years,  Head  Start  programs  have  struggled  valiantly  to 
meet  the  needs  of  the  children  and  families  they  serve  while  pressed  by  Washington 
to  add  more  and  more  children  but  not  getting  the  support  they  needed  to  expand. 
We  are  therefore  extremely  pleased  that  the  budget  proposals  are  designed  to 
assure  not  only  that  all  children  who  are  eligible  can  be  served  but  also  that  funds 
will  be  available  to  assure  that  children  and  families  will  receive  a  high  quality  ex- 
perience. The  experts  who  have  written  to  you  this  week,  agree:  "Head  Start  has 
many  excellent  programs  and  some  that  need  strengthening.  The  fact  that  some 
Head  Start  programs  need  improvement  cannot  and  should  not  be  used  as  an 
excuse  for  delaying,  whittling  down,  or  opposing  the  President's  effort.  The  proposed 
investments  are  urgently  needed  now,  both  to  further  strengthen  Head  Start's  qual- 
ity and  to  expand  the  program  so  that  all  eligible  children  can  participate." 

The  President  has  also  announced  his  plans  to  assure  that  all  children  are  fully 
immunized  on  schedule.  It  is  a  national  disgrace  that  fewer  than  60  percent  of  two 
year-olds  in  most  states  are  fully  immunized.  While  nearly  all  children  catch  up  by 
the  time  they  go  to  school,  too  many  preschoolers  are  left  vulnerable  to  potentially 
deadly  or  crippling  diseases. 

There  is  a  terrible  irony  that  this  country  has  played  such  a  key  role  in  develop- 
ing vaccines  that  are  saving  millions  of  lives  around  the  world — Dr.  Sabin's  death 
on  Wednesday  was  a  sad  reminder  of  the  magnitude  of  the  vaccine  triumphs  of  this 
century — but  now  American  children  lag  behind  children  throughout  much  of  the 
world  in  getting  the  benefit  of  those  vaccines.  If  China,  still  among  the  poorest  coun- 
tries in  the  world,  can  immunize  nearly  95  percent  of  its  children,  there  is  no  excuse 
for  America's  failure  to  immunize  all  children.  And  because  the  money  we  spend  on 
immunization  saves  so  much  more  by  averting  later  health  costs  of  treatment,  the 
Nation  could  avoid  billions  of  dollars  in  health  care  costs — as  well  as  save  scores  of 
lives  and  prevent  thousands  of  illnesses — by  immunizing  all  children. 

It  is  also  essential  that  the  Budget  Committee  preserve  Congress'  ability  to  pass 
again  the  Child  Welfare  and  Family  Preservation  provisions  which  passed  the  Con- 
gress last  year  but  were  vetoed  by  President  Bush  as  part  of  the  urban  aid/tax  bill. 
The  provisions  in  this  bill  will  help  rescue  families  in  crisis  and  thereby  bolster  the 
eventual  self-sufficiency  of  both  parents  and  children.  Just  as  for  the  Family  and 
Medical  Leave  Act,  there  is  widespread  support  in  Congress  for  these  provisions. 
Just  like  the  Family  and  Medical  Leave  Act,  there  is  no  excuse  for  not  passing  this 
legislation  again  quickly  and  every  reason  to  do  so. 

Other  key  investments  in  the  President's  budget  which  will  directly  benefit  chil- 
dren and  their  families  and  help  them  progress  toward  brighter  futures  include:  full 
funding  of  the  WIC  program;  expansions  in  job  training  and  youth  employment  pro- 
grams; the  Job  Corps  expansions;  and  the  improvements  in  the  Earned  Income  Tax 
Credit.  These  and  other  provisions  all  move  toward  assuring  that  all  parents  and 
youth  have  the  opportunities  to  secure  the  skills  necessary  for  employment  and 
that,  if  he  or  she  works  full  time,  no  American  parent  will  have  to  raise  his  or  her 
children  in  poverty. 

The  President's  budget  provides  the  Congress  and  the  Nation  with  the  opportuni- 
ty to  make  a  difference  where  it  counts — with  children  and  their  families  and  their 
futures,  our  Nation's  future.  We  urge  you  to  include  the  President's  proposals  in 
their  entirety  in  the  budget  resolution  and  to  assure  that  the  proposed  investments 
for  children  and  their  families  become  a  reality. 
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Mr.  Orton.  Thank  you,  Mr.  Weill.  We  appreciate  your  excellent 
testimony  and  share  your  very  evident  concern  for  the  children 
and  youth  of  our  Nation.  We  also  share  concern  with  the  President 
that  we  find  ways  to  improve  not  only  the  education  but  the  health 
of  our  children  and  the  environment  that  they  have  to  be  nurtured 
and  grow  up  in  our  Nation. 

I  have  noted  in  the  past  your  strong  support  and  advocacy  for 
the  Head  Start  program.  I  am  wondering — and  it  is  not  something 
you  have  spoken  to  specifically  in  your  testimony — but  knowing  of 
your  interest  in  advocacy,  some  of  the  studies  and  reports  of  late 
have  indicated  that  the  gains  developed  through  the  Head  Start 
program  disappear  by  around  the  third  grade.  We  are  wondering  if 
you  have  recommendations  or  comments  on  how  we  might  improve 
the  system  to  ensure  that  those  gains  are  not  temporary  but  they 
actually  last  throughout  the  education  experience.  Do  you  have 
any  comments  on  that? 

Mr.  Weill.  Absolutely.  We  think  that  is  essential.  I  think  the 
studies  show  that  some  of  the  gains  do  last  and  some  dissipate,  and 
that  is  natural.  We  also  certainly  need  to  take  steps  both  to  build  a 
stronger  base  to  begin  with  and  to  sustain  the  gains. 

At  the  front  end,  one  thing  that  means  is  improving  the  quality 
of  programs.  As  we  have  indicated  and  the  experts  have  indicated. 
Head  Start,  while  still  an  excellent  program  and  one  of  the  best 
investments  this  Government  makes,  has  pockets  of  quality  prob- 
lems, in  part  because  it  has  been  pressed  over  the  last  decade  to 
expand  without  support  from  the  Federal  Government's  executive 
branch,  in  sustaining  and  improving  quality.  So  we  need  to  im- 
prove quality.  And  when  we  improve  quality,  that  will  help  sustain 
gains  for  a  longer  time. 

We  also  think  that  many  more  kids  ought  to  be  in  Head  Start, 
not  just  for  9  months,  but  year-round,  and  many  of  them  for  2 
years.  And  many  programs  ought  to  start  earlier,  with  2-  and  3- 
year-olds,  rather  than  3-  and  4-  or  4-  and  5-year-olds.  The  gains  will 
last  longer  and  the  payoff  of  Head  Start,  which  is  already  tremen- 
dous, will  last  even  longer  if  we  reach  kids  and  their  parents 
younger. 

And  then,  of  course,  we  absolutely  have  to  make  the  schools 
better  in  order  to  have  the  gains  sustained.  We  have  to  make  the 
environments  in  which  low-income  children  in  this  country  are 
living  better  in  order  to  sustain  the  gains.  But  even  through  Head 
Start  alone  we  can  do  a  better  job.  And  the  President's  budget 
package  definitely  moves  in  that  direction. 

Mr.  Orton.  Okay.  Well,  thank  you  again.  We  certainly  do  appre- 
ciate your  testimony,  and  your  full  testimony  will  be  submitted  in 
the  record,  and  we  thank  you  very  much. 

Mr.  Weill.  Thank  you,  sir. 

Mr.  Orton.  Next  we  have  two  of  our  Nation's  leading  mayors 
joining  us  today. 

We  would  like  to  invite  the  Honorable  Jerry  Abramson,  Mayor  of 
Louisville,  and  the  Honorable  William  Althaus,  who  is  the  Mayor 
of  York,  Pennsylvania,  and  President  of  the  U.S.  Conference  of 
Mayors.  Also,  I  might  mention  that  Mr.  Abramson  is  Vice  Presi- 
dent of  the  U.S.  Conference  of  Mayors. 


We  do  welcome  you  here.  We  understand  you  just  finished  at  the 
White  House  visiting  with  the  President.  We  welcome  you  here  to 
the  Budget  Committee  and  look  forward  to  your  testimony. 

STATEMENTS  OF  THE  HONORABLE  WILLIAM  ALTHAUS.  PRESI- 
DENT OF  U.S.  CONFERENCE  OF  MAYORS,  AND  MAYOR  OF 
YORK,  PENNSYLVANIA:  AND  THE  HONORABLE  JERRY  ABRAM- 
SON,  VICE  PRESIDENT  OF  U.S.  CONFERENCE  OF  MAYORS,  AND 
MAYOR  OF  LOUISVILLE,  KENTUCKY 

Mr.  Althaus.  Mr.  Chairman,  thank  you  very  much. 

I  am  Bill  Althaus,  and  we  are  tardy  because  of  the  President.  We 
forgot  to  get  a  note  from  him,  so  you  will  have  to  take  our  word  for 
it. 

Mr.  Orton.  That  is  okay.  You  are  excused. 

Mr.  Althaus.  At  that  session  at  the  White  House,  it  was  a  bipar- 
tisan group  of  mayors,  30-some  mayors  from  all  over  the  country, 
cities  of  all  sizes.  I  myself  am  a  Republican.  In  the  room  were  three 
present  or  former  presidents  of  the  National  Conference  of  Republi- 
can Mayors,  major  city  Democratic  mayors,  very  much  a  bipartisan 
group,  expressed  our  support  for  all  components  of  the  President's 
economic  program  and  his  budget.  And  that,  I  think,  is  a  pretty 
strong  statement  of  the  support  of  the  people  who  administer  the 
Nation's  cities. 

And  it  is  in  the  cities  of  this  country  where  there  is  not  a  mean- 
ingful economic  recovery.  It  is  the  cities  of  this  country  which  have 
suffered  at  least  a  two-third  reduction  in  our  Federal  assistance 
over  the  last  12  years.  It  is  the  cities  of  America  where  those  most 
in  need  live,  those  in  need  of  the  Head  Start  program  you  were  just 
discussing  and  so  many  other  programs.  It  is  in  the  cities  where 
the  homeless  are.  So  we  are  the  administrators  of  so  many  people 
without  hope. 

As  a  Republican  I  say  to  you,  I  have  seen  in  this  President's  pro- 
posal, the  economic  plan  and  the  budget,  the  first  comprehensive 
effort  to  address  those  problems,  the  need  for  current  stimulus,  the 
need  for  long-term  investment  in  our  communities  and  reducing 
the  deficit.  It  is  in  my  opinion  a  very  bold,  politically  courageous 
effort.  The  mayors  of  this  country  in  a  bipartisan  way  support  it  in 
its  entirety,  and  we  would  urge  the  Budget  Committee  and  the 
Congress  of  the  United  States  to  support  what  I  believe  the  people 
of  this  country  asked  for  when  they  elected  the  President  last  No- 
vember, and  that  was  some  bold,  decisive  action.  I  think  this  pro- 
gram represents  it,  and  we  urge  its  adoption. 

Mr.  Abramson.  Mr.  Chairman,  I  am  Jerry  Abramson,  the  Mayor 
of  Louisville,  Kentucky,  and  I  am  Vice  President  of  the  United 
States  Conference  of  Mayors. 

Obviously,  we  not  only  support  each  and  every  aspect  of  what 
was  said  earlier  by  our  President,  but  some  of  the  things  that  I 
think  are  so  important  to  keep  in  mind  and  that  is  the  issue — we 
are  looking  at  spending  cuts  and  we  are  looking  at  investment  and 
we  are  looking  at  tax  packages  and  focusing  on  cutting  the  deficit. 

We  have  got  to  understand  that,  as  we  see  in  the  cities  across 
this  country,  the  recession  may  be  over  statistically;  and  econo- 
mists, those  economists  with  jobs,  who  have  their  job  and  can  talk 
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about  ups  and  downs  in  the  economy,  may  tell  you  statistically  the 
recession  is  over.  But  the  bottom  line  is  that  in  the  30  largest 
cities,  pursuant  to  data  from  the  Bureau  of  Labor  Statistics,  in  the 
30  largest  cities  in  this  country,  the  unemployment  rate  is  double 
the  official  national  average,  the  official  national  rate.  As  a  result 
of  that,  we  are  in  a  situation  where  we  are  seeing  a  "jobless  recov- 
ery." 

If  unemployment  is  running  at  7  percent  nationally  today,  if  in 
fact  9  million  people  are  without  work,  if  in  fact  the  statistics  may 
show  the  recession  is  over,  but  in  fact  what  is  occurring  in  the 
urban  areas  and  the  suburban  areas  around  the  cities  of  America 
shows  that  no  new  major  significant  increase  in  job  creation,  no 
new  major  significant  decrease  in  unemployment  is  occurring,  we 
have  a  problem  in  this  country. 

And,  as  a  result  of  that,  there  has  been  a  strong  feeling  through- 
out the  United  States  Conference  of  Mayors,  large  cities  like  New 
York  and  Los  Angeles  and  Chicago — the  mayors  were  with  us  earli- 
er today — to  the  smaller  communities  like  Charleston,  South  Caro- 
lina, or  Knoxville,  Tennessee,  the  smaller  communities,  the  bottom 
line  is  that  in  our  hometowns,  where  the  rubber  meets  the  road, 
people  continue  to  hurt. 

When  you  look  at  the  situation — and  that  is  why  I  said  to  you 
urban  as  well  as  the  suburban  areas — when  you  look  at  the  situa- 
tion that  has  occurred  in  corporate  America  with  the  restructuring 
of  companies — we  are  not  talking  about  a  situation  where  many  of 
these  middle  management  people  will  be  called  back  once  the  re- 
cession is,  "over."  They  have  restructured  the  company  without 
them. 

And  the  white-collar,  middle-management  people,  along  with  the 
blue-collar  folks  who  were  laid  off,  are  now  being  either  replaced 
by  robotics,  or,  in  fact,  simply  because  of  the  new  structure  and  the 
new  management  techniques  will  not  be  called  back.  That  means 
that  it  is  not  only  an  inner  city  problem,  it  is  an  urban  problem.  It 
is  a  community  problem  that  includes  the  suburban  areas  around 
our  cities. 

We  feel  very  strongly  that  if  the  budget  resolution  can  be  passed 
as  quickly  as  possible  to  send  the  message  to  this  country  that,  yes. 
Congress  and  the  President  are  not  only  serious  about  getting  a 
handle  on  this  deficit  but  also  serious  about  the  spending  cuts,  that 
we  should  be  equally  serious  about  those  who  are  without  jobs, 
about  the  public  works  projects  that  have  been  neglected  over  the 
last  12  years,  about  the  situation,  as  my  colleague,  the  President  of 
our  Conference  has  said,  the  cities  of  America  are  truly  the  or- 
phans of  the  Cold  War. 

The  fact  is  that  we  were  the  ones  that  were  left  out,  and  contin- 
ually funds  were  taken  from  our  side  of  the  ledger  and  provided  to 
another,  a  different  side  of  the  ledger.  As  a  result  of  that,  in  the 
community  from  which  I  am  from,  two  out  of  every  five  young 
people  in  the  city  of  Louisville  live  below  the  poverty  level.  In  the 
city  that  I  am  from,  in  1990,  25  percent  of  the  births  were  to  young 
girls  below  the  age  of  20. 

The  lack  of  hope  in  the  cities  throughout  America,  along  with 
the    concern    by    middle-management    people    who    are    not    being 


called  back,  the  white-collar  ring  around  the  urban  cities  in  this 
country,  there  are  real  problems  that  need  to  be  addressed. 

And  we  strongly  support  this  short-term  economic  stimulus, 
along  with  the  long-term  investment  strategy,  the  spending  cuts, 
the  deficit  reduction  that  needs  to  occur  to  bring  about  a  change  in 
this  country,  a  fundamental  change  that  would,  once  it  is  said  and 
done,  provide  us  with  the  kind  of  an  economy  that  my  16-month- 
old  son  will  be  able  to  enjoy,  have  an  opportunity  to  not  only  take 
part  in,  but  have  an  opportunity  with  his  colleagues  and  the  guys 
and  gals  that  are  going  through  preschool  right  now  with  him  to 
believe  that  there  is  a  future  for  them  in  this  great  country  of  ours. 

So  we  are  strongly  in  support  of  the  budget  resolution  and  hope 
for  its  very  quick  passage. 

[The  prepared  statement  of  Hon.  Jerry  Abramson  follows:] 

Prepared  Statement  of  Hon.  Jerry  Abramson,  Mayor  of  Louisville,  on  Behalf 
OF  THE  United  States  Conference  of  Mayors 

Mr.  Chairman,  members  of  the  committee,  I  am  pleased  to  appear  before  you 
today  with  my  friend  Mayor  Althaus,  in  a  bipartisan  show  of  support  for  the  Presi- 
dent's economic  plan. 

We  have  just  come  from  the  White  House  where  a  group  of  mayors,  Democrats 
and  Republicans,  told  the  President  that  we  were  solidly  behind  his  efforts  to  stimu- 
late the  jobless  economic  recovery,  establish  long-term  commitments  to  domestic  in- 
vestment, and  reduce  the  budget  deficit. 

Mr.  Chairman,  we  ask  the  committee  to  mark  up  a  budget  resolution  next  week 
which  embodies  these  principles,  they  are  the  underpinning  of  the  President's  plan. 

Mr.  Chairman,  the  U.S.  Conference  of  Mayors,  of  which  I  am  vice-president,  has 
documented  not  only  the  fiscal  condition  of  our  cities  over  the  past  twelve  years,  but 
also  the  ability  of  our  cities  to  immediately  put  hundreds  of  thousands  of  Americans 
to  work  on  meaningful  capital  improvement  projects. 

The  conference  has  also  carefully  documented  over  the  past  nine  months  the  level 
of  "real"  unemployment  in  America's  largest  cities.  The  "real"  level  of  unemploy- 
ment factors  in  discouraged  workers  who  have  given  up  looking  for  work  and  work- 
ers now  working  part-time  but  desiring  full-time  employment. 

Using  data  from  the  bureau  of  labor  statistics  the  conference  has  tracked  "real" 
unemployment  levels  in  our  largest  30  cities.  What  the  data  show  is  that  for  our 
largest  cities  unemployment  is  more  than  double  the  official  national  rate. 

Further,  the  data  show  that  in  each  of  the  last  three  months  of  last  year,  both  the 
"real"  30-city  average  unemployment  rate  and  the  official  30-city  average  unem- 
ployment rate  are  rising. 

Now  this  simply  belies  some  of  the  economic  statistics  which  are  casually  being 
bandied  about  by  opponents  of  the  economic  stimulus  component  of  the  President's 
plan.  Mr.  Chairman,  the  recession  has  been  around  longer  and  continues  to  linger 
in  our  cities. 

This  truly  is  a  jobless  recovery.  It  is  critical  that  we  adopt  an  economic  plan 
which  represents  the  kind  of  change  that  Americans  voted  for  in  the  presidential 
campaign  last  November  and  that  is  demanded  of  us  at  the  local  level  each  and 
every  day. 

Bust  gridlock.  Support  the  President's  plan.  That  is  the  simple  message  that  we 
bring  before  you  today. 

We  appreciate  having  the  opportunity  to  testify  before  you  today  and  welcome 
any  questions  or  remarks  you  might  direct  towards  us. 

Thank  you. 
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Real"  Jobless  Rates  in  30  Largest  Cities 
(December  1992) 


City 

"Real" 

Official 

Unemployment  rate 

Unen^sloyment  rate 

(%) 

(%) 

San  Juan 

21.8 

11.9 

New  York 

20.1 

11.0 

Los  Angeles 

20.1 

11.0 

Detroit 

19.9 

10.9 

El  Paso 

19.4 

10.6 

Cleveland 

19.0 

10.4 

Baltimore 

17.6 

9.6 

District  of  Columbia 

15.5 

8.5 

Chicago 

15.4 

8.4 

Fort  Worth 

15.2 

8.3 

Dallas 

14.6 

8.0 

Houston 

14.3 

7.8 

San  Jose 

13.7 

7.5 

San  Diego 

13.5 

7.4 

Philadelphia 

13.3 

7.3 

Boston 

13.0 

7.1 

San  Antonio 

12.4 

6.8 

Seattle 

12.2 

6.7 

San  Francisco 

11.7 

6.4 

Phoenix 

11.5 

6.3 

New  Orleans 

11.3 

6.2 

Denver 

11.3 

6.2 

Indianapolis 

10.8 

5.9 

Columbus,  OH 

10.6 

5.8 

Austin 

10.1 

5.5 

Memphis 

10.1 

5,5 

Jacksonville 

9.7 

5.3 

Oklahoma  City 

8.4 

4.6 

Milwaukee 

7.9 

4.3 

Nashville 

7.7 

4.2 

30  City  Average 

15.6 

8.5 

Note:   All  information 

is  derived  from  Bureau 

of  Labor 

Statistics  data. 
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Mr.  Orton.  Thank  you,  Mayor  Althaus  and  Mayor  Abramson. 

I  would  like  to  ask  a  few  questions.  The  President,  in  outlining 
his  economic  package,  has  identified  for  us  the  balance  that  he  be- 
lieves we  need  to  strike  between  a  short-term  stimulus  and  a  long- 
term  investment  package,  which  will  both  get  the  economy  moving 
and  rolling  again  and  at  the  same  time  begin  a  deficit  reduction 
process. 

That  is  a  very,  very  difficult  task  to  attempt  to  achieve,  all  of 
those,  because  it  is  like  the  little  child's  game  I  remember  I  used  to 
play  as  a  very  small  boy.  It  had  little  pegs  in  it  and  a  hammer,  and 
you  tried  to  hammer  all  the  pegs  down  and  get  them  down  and 
then  turn  it  over  and  hammer  them  down  in  the  other  direction.  I 
found  as  I  hammered  one  peg  down,  another  one  would  pop  up 
somewhere  else,  and  I  would  hammer  it  down,  and  another  one 
would  pop  up. 

That  is  an  analogy  of  what  this  process  is  like.  If  we  push  too 
hard  on  deficit  reduction,  we  may,  in  fact,  depress  the  economy, 
thereby  creating  more  unemployment,  raising  inflation  rates  and 
so  on.  If  we  tax  too  heavily,  it  may  have  the  same  impact.  If  we 
stimulate  too  much  and  raise  the  deficit  too  much,  we  have  the  re- 
verse impact. 

I  am  wondering  if  you  can  comment  whether  you  believe  the  cur- 
rent short-term  stimulus  package  is  adequate.  A  lot  of  people  have 
said  a  $30  billion  blip  in  a  $6  trillion  economy  doesn't  have  much 
impact.  So,  first,  the  short-term  stimulus.  Is  it  enough?  Is  it  in  the 
right  area?  Do  you  recommend  more  or  less? 

Mr.  Althaus.  First,  let  me  say  I  still  play  that  game.  I  find  it 
very  therapeutic.  But  I  analogize  this  to  people  coming  out  of 
court — a  settlement  negotiation  with  two  sides  and  two  lawyers, 
and  they  have  settled  their  case,  and  nobody  is  happy.  Nobody  got 
exactly  what  they  want.  And  any  lawyer  will  tell  you,  that  is  prob- 
ably a  fair  settlement,  although  everybody  is  kind  of  cranky  about 
it. 

The  cities  of  America  a  year  ago  came  up  with  a  proposal  for  $35 
billion  in  new  programs  in  aid  to  cities,  and  some  of  it  was  just  out- 
right cash  transfers.  We  knew  that  wasn't  going  to  be  enacted,  but 
that  was  a  pretty  accurate  measure  of  what  we  assessed  then  as 
the  amount  of  money  necessary  to  meet  our  needs. 

This  isn't  as  much  as  the  ready-to-go  public  works  projects  that 
we  have  identified.  I  think  it  is  a  fair  balance.  If  you  gave  us  every- 
thing we  want,  you  would  have  the  problem  that  you  are  describ- 
ing. If  every  program  the  mayors  identified  as  in  need,  if  you 
funded  every  bit  of  that,  then  you  would  have  that  problem.  I  think 
it  is  a  fair  balance.  We  didn't  get  everything  we  want.  And,  good- 
ness knows,  the  people  who  want  more  deficit  reduction  didn't  get 
everything  they  want.  I  think  it  is  a  balance,  just  because  nobody  is 
quite  happy. 

Mr.  Abramson.  I  have  found  it  interesting,  in  talking  with  some 
of  our  leading  bankers  in  our  community  who  speak  to  the  econom- 
ic gurus  who  are  on  their  staff  or  who  they  retain  at  some  of  the 
major  universities  throughout  the  country  to  give  them  some  in- 
sight, that  their  focus  is  that  it  probably  could  be  higher,  that  is 
the  economic  stimulus  package. 
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The  feeling  from  at  least  the  economists  that  I  have  had  an  op- 
portunity to  hear  through  their  clients  is  that  you  could  probably 
go  as  high  as  $50  billion  and  not  overheat  the  economy  as  relates 
to  the  inflation  rate.  However,  as  Mayor  Althaus  has  said,  there 
has  got  to  be  a  balancing  here,  a  situation  where  we  are  in  a  posi- 
tion to  feel  confident  that  we  are  not  tipping  it  one  way  too  quickly 
versus  the  other. 

I  think  when  you  look  at  this  $30  billion  package — actually,  half 
of  it  deals  with  the  area  of  tax  incentives  and  tax  credits  to  attract 
private  business  into  investing  in  cities  and  creating  jobs.  When  I 
say  investing  in  cities  and  creating  jobs,  that  is  certainly  one  and 
the  same.  It  provides  an  opportunity  for  a  private  individual  to  risk 
some  capital  to  start  something  new,  invest  in  something  new  to 
receive  a  return  on  his  or  her  investment  and  provide  jobs.  That 
has  a  positive  benefit  to  all  of  the  middle-management  people  that 
were  laid  off  and  who  were  looking  for  jobs  as  well  as  those  who 
are  going  through  training  right  now  to  be  prepared  for  tomorrow's 
jobs. 

So  I  am  hopeful  that  the  fact  that  half  of  the  package  focuses  on 
private  investment  and  private  incentives  and  the  other  half  fo- 
cuses on  what  has  been  neglected  for  years  in  this  country,  that  is 
the  public  work  projects. 

You  know,  for  $10,000  Richard  Daley,  who  was  with  us  from  Chi- 
cago earlier,  if  he  had  had  the  $10,000  on  the  maintenance  of  the 
river  bank  in  downtown  Chicago,  he  wouldn't  be  paying  millions 
and  millions  of  dollars  because  of  the  breakthrough  on  the  pipe. 

In  fact,  the  maintenance  of  the  public  works  projects  in  this 
country,  our  roads,  our  airports,  our  waterfronts,  et  cetera,  have 
been  neglected  for  years.  And  we  get  a  double  bang  in  terms  of 
return  on  that  investment  because  you  create  the  jobs  to  do  the 
work,  but  you  also  need  the  roads  and  the  bridges  and  the  high- 
ways and  the  canals  and  the  airports  to  move  goods  and  services 
and  to  enhance  commerce  in  this  country  of  ours. 

So,  you  know,  I  think  you  could  argue — and  many  economists 
are — saying  that  it  should  be  a  little  bit  more  in  terms  of  the  short- 
term  stimulus.  But,  as  it  is  right  now,  the  President  and  his  folks 
feel  that  it  works  out  in  a  pretty  fair  and  comfortable  balance.  We 
are  certainly  willing  to  support  that. 

Mr.  Orton.  Thank  you.  I  am  sure  you  hear  at  home  as  mayors, 
just  as  we  in  Congress  do  each  time  we  go  home,  that  the  public  is 
saying,  yes,  we  are  willing  to  do  our  share.  We  are  willing  to  sacri- 
fice. We  will  step  up  to  the  plate,  but  we  also  want  the  Govern- 
ment to  do  its  share  by  cutting.  We  hear  so  many  times  more  cuts, 
more  cuts. 

Do  you  believe  that  we  have  the  right  balance  of  cuts  here  or 
would  you  recommend  any  specific  areas  that  we  might  sharpen 
the  pencil  and  go  back  to  and  try  to  find  more  cuts?  Keeping  in 
mind  that  what  this  proposal  does,  essentially,  is  cut  out  a  little 
over  $100  billion  from  defense  spending  over  the  next  5  years, 
below  what  President  Bush  was  doing,  and  essentially  shifts  that 
into  the  investment  infrastructure. 

I  am  wondering,  do  you  believe  that  is  appropriate?  Is  there 
someplace  you  would  like  us  to  sharpen  our  pencil  a  little? 
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Mr.  Althaus.  Well,  I  think  the  additional  defense  reductions  are 
appropriate.  And  you  have  to  be  careful  about  looking  at  the  de- 
fense budget  as  a  giant  cash  cow.  Because,  first  of  all,  those  are 
jobs  too,  and  those  are  investments  in  our  communities.  And  you 
tell  my  brother  and  sister  mayors  who  have  major  defense  installa- 
tions or  military  bases  what  they  are  going  to  do  with  $20  million, 
$40  million,  $50  million  in  lost  payroll. 

I  think  it  is  appropriate,  but  only  because  the  President  is  pro- 
posing an  increased  commitment  to  economic  conversion  and  dislo- 
cated worker  assistance  and  so  forth.  Without  that,  it  would  be 
scandalous  to  make  any  of  those  cuts.  But  if  you  do  that — and  the 
point  of  that  really  is  the  whole  thing  hangs  together.  You  take 
away  that  economic  conversion  assistance,  you  can't  make  those 
cuts  in  a  responsible  way.  That  is  why  I  am  concerned  about  pick- 
ing it  apart. 

The  balance  between  revenue  and  spending,  I  think,  is  fair.  You 
know,  we  get  the  same  thing  at  home  at  budget  hearings.  Mayor,  I 
am  sure  you  get  the  same  thing.  The  people  want  you  to  somehow 
magically  cut  out  the  fat.  Would  you  like  those  street  lights  out? 
Would  you  like  that  fire  station  closed?  Oh,  no.  Would  you  like  me 
to  stop  mowing  the  park  and  running  the  summer  programs?  Oh, 
no.  Just  cut  the  fat. 

Well,  at  the  local  level,  there  ain't  no  fat  left,  and  I  don't  think — 
the  fundamental  truth  in  this  country  is  that  people  do  not  want 
less  government,  they  just  want  to  pay  less  for  it.  I  am  sure  you 
hear  that  every  bit  as  often  as  I  do.  Nobody  wants  a  smaller  gov- 
ernment. They  want  a  cheaper,  bigger  government. 

I  think  it  is  as  good  as  you  are  going  to  get.  If  you  start  picking 
at  it,  I  am  afraid  the  whole  thing  unravels  and  then  we  are  back 
where  we  have  been. 

What  you  said  a  moment  ago  about  trying  to  stimulate  the  econ- 
omy and  seriously  address  the  deficit  hasn't  been  done  before.  It  is 
not  that  we  haven't  had  to  do  it  before.  It  is  that  we  have  never 
had  the  collective  will  to  propose  it  and,  I  hope,  enact  it.  And  I 
think  that  is  in  danger.  Any  one  of  us  could  write  a  better  pack- 
age— I  could  change  a  thing  here  or  there.  If  we  start  doing  that, 
we  change  the  whole  thing. 

This  President  has  laid  his  political  fortune  on  the  line  and  has 
said,  let's  do  something  bold.  And  I  think  if  we  mess  with  it,  we 
lose  it  all. 

Mr.  Abramson.  The  economy  in  San  Diego  now  is  as  bad  as  it 
was  actually  back  in  the  depression.  The  mayor  of  San  Diego  was 
with  us  and  was  concerned  in  terms  of  the  relationship  of  shutting 
down  the  naval  yards  and  the  kinds  of  military  cutbacks  that  will 
occur  in  her  city,  as  Mayor  Althaus  was  saying,  as  many  of  the 
mayors  are  with  those  kinds  of  facilities. 

The  focus  has  got  to  be  on  this  conversion.  There  has  got  to  be 
this  clear  understanding  that  we  have  got  to  convert  our  facilities 
and  retrain  our  workers  so  that  they  have  the  opportunity  to 
become  a  part  of  the  economic  fabric  of  this  country.  The  issue  of 
having  150  areas  of  cuts  that  the  President  has  spoken  about  and 
then  challenged  others  who  wish  to  have  more  cuts,  to  list  them 
accordingly,  I  think  is  a  legitimate  challenge. 
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If  there  are  other  cuts  that  the  majority  of  one  party  or  another 
feels  can  be  added,  I  don't  think  you  would  find  the  President,  for 
the  most  part,  being  aggressively  opposed.  The  bottom  line  is  he 
simply  wants  to  get  us  into  a  position  where  that  deficit  will  be  de- 
creased in  terms  of  its  percentage  against  GDP  by  one-half,  from 
5.4  percent  to  2.7  percent,  if  my  statistics  are  correct. 

Mr.  Althaus.  Yes. 

Mr.  Abramson.  So,  you  know,  you,  obviously,  and  your  col- 
leagues, have  a  better  understanding  of  that  package  of  programs 
that  are  within  the  budget  in  terms  of  whether  this  specific  pro- 
gram on  this  specific  product  or  this  crop  support  or  this  whatever 
might  need  a  review  and  a  reassessment. 

But  I  can  tell  you  that  the  issues  that  deal  with  children  and  the 
issues  that  deal  with  families  at  risk,  the  issues  that  focus  on  the 
kids  that  are  children  today  but  are  supposedly  going  to  be  the  em- 
ployees of  tomorrow,  are  not  the  ones  that  in  any  way,  form  or 
fashion  should  in  my  judgment  be  cut.  Because  when  you  are  look- 
ing through  the  analysis  and  trying  to  understand  who  is  going  to 
keep  our  companies  competitive  10,  15  years  from  now,  who  is 
going  to  provide  the  wherewithal  for  you  and  for  me  and  for  Bill  to 
have  someone  paying  our  social  security  support  because  they  have 
got  jobs  and  they  have  got  quality  jobs  and  they  are  being  paid  ac- 
cordingly, we  have  got  to  be  in  a  situation  where,  while  our  senior 
citizens  continue  to  receive  more  each  year  as  a  percentage  of  the 
budget,  our  children  are  not  receiving  that  kind  of  investment. 

So  my  plea  to  you  and  to  your  colleagues  would  be,  as  you  do  go 
through  and  possibly  find  cuts  where  you  don't  feel  this  should  be 
cut  but  you  think  these  three  things  should  be,  I  would  strongly 
urge  that  you  not  focus  on  cuts  in  the  investment  in  children  and 
children  at  risk,  because  we  can't  forget  any  of  our  kids  any  longer. 

When  I  graduated  high  school  you  could  forget  the  bottom  20 
percent  of  the  kids  because  there  were  plenty  of  children  in  my 
high  school  to  go  take  the  jobs  in  Louisville,  Kentucky.  We  don't 
have  as  many  kids  coming  up  below,  and  we  are  all  getting  older 
on  top.  As  a  result,  you  can't  forget  those  20  percent.  Every  one  of 
those  guys  and  gals  have  to  be  a  part  of  the  economic  engine  for 
our  country  to  grow  and  expand. 

So  I  would  plead  with  you  and  your  colleagues  to  in  no  way  do 
anything  that  would  cut  against  investment  in  children  and  at-risk 
families. 

Mr.  Orton.  Thank  you.  One  last  very  quick  question. 

Of  course,  no  one  likes  to  pay  more  taxes,  but  we  know  that  the 
President's  proposal  includes  an  increase  on  higher  income  individ- 
uals and  also  a  tax  on  energy.  I  am  wondering  if  you  have  any 
broad-based  comments,  if  you  think  that  is  going  to  create  a  drain 
on  your  cities  or  on  the  resources  available  in  your  cities  or  if  you 
think  that  is  a  proper  mix  as  well? 

Mr.  Althaus.  Mr.  Chairman,  I  would  say  it  this  way:  Somewhere 
in  the  last  15,  20  years  we  all  got  drunk  and  ran  up  a  $4.2  trillion 
Visa  bill.  And  I  think  the  President's  proposals  are  a  very  reasona- 
ble, moderate  way  to  begin  paying  it  off. 

The  sentiment  I  get  from  the  people  in  my  community  is,  it  is 
not  as  bad  as  we  feared.  I  mean,  everybody  since  last  year  began  to 
focus  on  this  thing  that  nobody  understands,  the  deficit,  and  knew 
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it  had  to  come  down  and  feared  higher  taxes.  I  think  the  amount 
that  most  people  will  pay  is  not  the  least  bit  unreasonable,  in  light 
of  the  mess  that  we  collectively  got  ourselves  into,  and  people  seem 
to  be  prepared  to  do  it. 

Mr.  Abramson.  What  I  hear  throughout  my  community  is  the 
word  fairness.  If  there  is  a  true  feeling,  once  people  clearly  under- 
stand the  breakdown  of  the  taxes,  that  it  is  being  handled  in  a  fair 
way,  and  if,  in  fact,  at  the  same  time  these  tax  credits  and  opportu- 
nities to  invest  in  start-up  businesses  provide  you  with  lower  cap- 
ital gains  taxing,  et  cetera,  the  fairness  comes  to  play  very  clearly 
on  the  face  of  the  proposal.  So  as  long  as  that  continues,  and  there 
is  a  clear  understanding  that  everyone  is  being  called  on — at  home 
we  say  the  Kentucky  Derby  is  over,  and  it  is  time  to  pay  the  cater- 
er. I  don't  know  what  you  say  in  Pennsylvania,  but  that  is  the 
bottom  line. 

We  have  had  all  the  Kentucky  Derbies  we  can  throughout  the 
1980's.  It  is  now  time,  the  caterer  is  here,  and  we  have  all  got  to 
step  up.  And  those  who  had  the  best  seats  on  Millionaires  Row  at 
the  Kentucky  Derby,  in  fact,  are  going  to  be  the  ones  to  pay  the 
largest  ticket  price.  And  it  seems  appropriate  in  accordance  there- 
with. 

Mr.  Orton.  Thank  you  very  much  for  your  excellent  testimony. 
We  do  appreciate  it.  Your  statements  will  be  included  in  total  in 
the  record,  and  we  will  take  your  comments  into  consideration. 
Thank  you. 

Mr.  Althaus.  Thank  you,  Mr.  Chairman. 

Mr.  Abramson.  Thank  you  very  much. 

Mr.  Orton.  Next,  we  would  like  to  invite  Mr.  Larry  Gage,  Presi- 
dent of  the  National  Association  of  Public  Hospitals. 

While  Mr.  Gage  is  making  his  way  up,  I  might  indicate  that  we 
have  already  heard  from  Mr.  Weill  of  the  Children's  Defense  Fund, 
and  so  the  next  person  after  Mr.  Gage  will  be  Mr.  Ralph  De  Gen- 
naro.  Friends  of  the  Earth. 

Perhaps  Mr.  Gage  has  stepped  out.  What  we  will  do  is — Mr.  De 
Gennaro  is  here.  We  will  invite  you  to  the  podium.  We  will  take 
your  testimony  first.  And  if  Mr.  Gage  comes  back,  we  will  then 
hear  from  him.  Mr.  De  Gennaro  and  Dawn  Erlandson.  Is  Dawn 
with  you?  If  you  would  like  to  join  us  at  the  table  as  well.  They 
represent  Friends  of  the  Earth. 

We  are  very  happy  to  welcome  you  before  the  Budget  Committee 
and  look  forward  to  hearing  your  testimony.  We  will  submit  your 
entire  testimony  as  presented  for  the  record,  and  if  you  would  like, 
summarize  and  make  whatever  points  you  feel  most  important. 

STATEMENTS  OF  RALPH  DE  GENNARO  AND  DAWN  ERLANDSON, 

FRIENDS  OF  THE  EARTH 

Mr.  De  Gennaro.  Thank  you,  Mr.  Chairman,  for  the  opportunity 
to  testify  today. 

My  name  is  Ralph  De  Gennaro.  My  testimony  is  also  presented 
on  behalf  of  Dawn  Erlandson,  Director  of  Tax  Policy  at  Friends  of 
the  Earth. 

Environmentalists  enthusiastically  support  the  Clinton  budget 
plan  for  four  reasons: 
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Number  one,  the  energy  tax.  It  taxes  pollution,  not  people. 

Number  two,  the  subsidy  cuts.  These  cuts  in  things  like  timber, 
mining  and  grazing  offer  a  green  solution  to  red  ink. 

Number  three,  the  fiscal  1993  stimulus  package.  This  creates  jobs 
in  environmental  infrastructure. 

And,  number  four,  the  fiscal  1994  investments.  These  invest  in 
the  future  in  environmental  protection. 

We  urge  that  the  Clinton  plan  be  enacted  as  a  package,  and  if 
you  need  additional  savings,  we  have  ways  of  doing  that  that  we 
would  like  to  propose  to  you  today.  We  may  be  the  only  witnesses 
to  come  to  you  today  with  specific  spending  and  subsidy  cuts  to 
propose,  beyond  those  proposed  by  President  Clinton. 

At  Friends  of  the  Earth,  I  serve  as  Director  of  the  Appropriations 
Project,  whose  primary  mission  is  to  advocate  adequate  funding  for 
Federal  environmental  programs.  In  January,  we  published  a  first- 
ever,  200-page,  comprehensive  analysis  of  Federal  spending  on  the 
environment  in  virtually  all  agencies.  The  report  has  received  con- 
siderable media  attention,  and  we  have  briefed  several  administra- 
tion officials  on  its  contents. 

On  February  17,  the  heads  of  eight  major  environmental  organi- 
zations issued  a  joint  statement  on  behalf  of  2  million  Americans 
pledging  these  organizations'  active  support  for  the  Clinton  budget 
plan.  The  presidents  of  the  environmental  groups  said,  "The  Presi- 
dent's proposal  hits  many  of  the  country's  most  powerful  special  in- 
terests— like  oil,  coal  and  timber  companies — where  it  hurts.  The 
package  is  one  that  the  special  interests  will  love  to  hate.  They  will 
pull  out  all  the  stops  to  kill  the  package  in  Congress.  We  urge  Con- 
gress to  ignore  their  pleas  and  to  endorse  the  President's  proposal." 

Let's  talk  about  each  element  of  the  package  in  turn  briefly. 

First  of  all,  the  President's  plan  proposes  to  curtail  or  eliminate 
many  Federal  subsidies  or  activities  that  harm  the  environment. 
These  include  reforms  in  programs  like  grazing  fees  and  mining,  as 
well  as  simple  cuts  in  appropriated  funds,  and,  finally,  some  in- 
creases in  user  fees  to  make  sure  the  beneficiaries  pay  for  what 
they  are  getting. 

These  subsidy  cuts  have  won  broad  support  from  environmental 
and  taxpayer  organizations.  In  fact,  today.  Friends  of  the  Earth 
and  the  National  Taxpayers  Union  coauthored  a  letter,  which  is  at- 
tached to  my  testimony,  and  which  was  signed  by  an  unusual  coali- 
tion consisting  of  the  Sierra  Club,  the  Natural  Resources  Defense 
Council,  Citizens  Against  Government  Waste  and  Citizens  for  a 
Sound  Economy. 

What  could  bring  together  an  odd-couple  coalition  like  this?  The 
opening  paragraph  of  our  letter  answers  the  question  as  follows: 
"United  by  our  strong  belief  that  Americans  should  not  borrow 
from  future  generations,  the  undersigned  taxpayer  and  environ- 
mental groups  urge  your  support  for  cutting  wasteful  and  environ- 
mentally harmful  subsidies.  Such  cuts  will  help  ensure  that  our 
children  inherit  both  a  clean  environment  and  sound  finances." 

The  environment  and  finances  of  the  United  States  in  the  21st 
century  should  not  be  governed  by  obsolete  laws  like  the  Mining 
Act  of  1872,  the  Reclamation  Act  of  1902  or  the  Forest  Service  Act 
of  1906. 
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Attached  to  this  joint  letter  from  taxpayer  and  environmental  or- 
ganizations was  a  list  of  cuts  which  includes  both  the  items  pro- 
posed by  President  Clinton  on  February  17th  as  well  as  possible  ad- 
ditional cuts. 

These  were  selected  because  they  were  difficult  to  justify  in  eco- 
nomic terms,  do  not  provide  Federal  Government  with  a  fair 
return  on  its  investment  or  resources,  conflict  directly  with  other 
Federal  policies,  leave  the  taxpayer  holding  the  bill  for  pollution 
cleanup  or  uncollectable  debts,  or  benefit  people  or  institutions 
who  are  not  the  ones  Congress  originally  intended  to  aid  when  they 
created  the  program. 

Some  of  the  additional  cuts  beyond  those  proposed  in  the  Clinton 
plan  would  include,  for  instance,  reforms  of  coastal  flood  insurance; 
reforms  of  National  Park  Service  concessions;  terminating  NASA's 
Advanced  Solid  Rocket  Motor;  and  cutting  certain  unnecessary  nu- 
clear R&D  programs. 

We  should  be  clear  that  we  strongly  support  cuts  in  the  Clinton 
package,  and  we'll  be  working  for  passage  of  the  budget  resolution 
even  if  it  only  includes  those  items. 

Next,  the  tax  part  of  the  President's  proposal.  One  of  the  best 
things  in  the  proposal  is  that  it  embodies  the  concept  of  levying 
taxes  on  pollution,  not  people.  We  need  to  challenge  traditional 
thinking  about  taxes  and  the  environment  in  this  country.  Our 
system  relies  primarily  on  taxing  income,  payroll,  property,  and 
sales. 

In  other  words,  we  tax  economic  goods,  things  we  want  to  en- 
courage, like  work,  savings  and  investment.  Strangely,  perversely, 
we  fail  to  tax  activities  we  would  like  to  discourage:  pollution,  deg- 
radation of  natural  resources  and  inefficient  use  of  materials. 

The  Clinton  energy  tax  is  environmentally  sound.  It  is  an  impor- 
tant first  step  toward  reducing  our  nation's  emissions  of  green- 
house gases.  It  is  crucial  this  tax  be  not  weakened  or  converted  to 
something  like  an  ad  valorem  tax  which  would  not  encourage 
cleaner  energy  sources. 

The  notion  that  the  energy  tax  should  be  fuel  neutral,  in  other 
words,  that  it  should  not  encourage  the  use  of  one  fuel  over  an- 
other, should  be  rejected.  It  is  time  to  encourage  clean  energy 
sources. 

By  the  way,  the  tax  side  of  the  ledger  also  offers  more  opportuni- 
ties to  save  money.  There  are  a  couple  of  particular  tax  proposals 
we  would  make.  For  example,  phasing  out  tax  subsidies  for  the 
export  of  raw  logs  from  the  United  States  would  save  about  $100 
million  a  year.  This  is  a  provision  in  the  current  tax  code  which 
benefits  foreign  corporations,  which  export  raw  logs  from  the 
United  States,  and  in  doing  so,  export  jobs  from  the  United  States. 

Another  item  would  be  to  broaden  the  coverage  of  taxes  on 
ozone-depleting  chemicals  to  include  items  such  as  methyl  bromide 
and  HCFCs.  This  alone  could  raise  $1.5  billion  over  the  next  4 
years,  and  is  consistent  with  U.S.  treaty  provisions  to  phase  out 
ozone-depleting  substances. 

There  are  other  items  which  could  be  changed  such  as  the  allow- 
ance for  the  mining  of  minerals  which  cause  health  problems.  Or, 
additional  changes  could  be  made  in  the  tax  treatment  of  free 
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parking  benefits  provided  by  employers  to  employees,  and  often 
mostly  to  higher-income  employees. 

Finally,  the  other  two  parts  of  the  Clinton  plan  are  his  fiscal 
year  1993  stirriulus  proposal,  which  we  are  very  gratified  to  see  em- 
bodies environmental  infrastructure  investments,  and  the  fiscal 
1994  investments  in  longer-term  environmental  programs,  such  as 
energy  efficiency  and  drinking  water  facilities  and  so  on. 

In  general,  the  investment  portion  is  the  first  step  towards  a 
shifting  of  the  Nation's  budget  priorities  toward  the  environment 
and  away  from  things  like  military  and  environmentally  harmful 
activities. 

Finally,  I  would  like  to  say  a  word  about  Senator  Brown's  propos- 
al. Hank  Brown  of  Colorado  released  a  proposal  with  a  number  of 
additional  cuts.  We  would  like  to  observe  that  we  support  his  calls 
for  cutting  U.S.  contributions  to  the  International  Development  As- 
sociation, the  IDA,  part  of  the  World  Bank,  and  the  Ex-Im  Bank. 
We  testified  in  detail  about  these  positions  to  the  House  Committee 
on  Foreign  Operations  Appropriations  on  Monday,  March  1,  and 
can  make  that  available  for  those  who  are  interested. 

However,  we  would  object  to  Senator  Brown's  proposals  to  cut 
environmentally  sound  programs  like  Amtrak  subsidies. 

Thank  you  very  much,  Mr.  Chairman. 

[The  prepared  statement  of  Ralph  De  Gennaro  and  Dawn  Erland- 
son  follows:] 
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Statement  of 

Ralph  De  Gennaro  and  Dawn  Eriandson 

Friends  of  the  Earth 


Mr.  Chairman,  thank  you  for  this  opportunity  to  testify.   Environmentalists  enthusiastically 
support  the  Clinton  budget  plan  for  four  reasons: 

*  Energy  tax  --  Taxes  pollution,  not  people. 

*  Subsidy  cuts  --  Offers  the  green  solution  to  red  ink. 

*  FY93  Stimulus  --  Creates  jobs  through  environmental  infrastructure  and  programs. 

*  FY94  Investments  --  Invests  in  the  future  through  environmental  protection. 

We  urge  that  the  Clinton  plan  be  enacted  as  a  package.  If  you  need  some  additional 
savings,  we  propose  specific  ways  to  obtain  them  while  remaining  true  to  the  essence  of  the 
package. 

My  name  is  Ralph  De  Gennaro.    My  testimony  is  also  presented  on  behalf  of  Dawn 

Eriandson,  Director  of  Tax  Policy  at  Friends  of  the  Earth,  and  the  15,000  members  and  supporters 
of  Friends  of  the  Earth.   We  are  a  global  environmental  advocacy  group  founded  in  1970  and 
headquartered  here  in  Washington.   We  have  affiliates  in  over  50  countries,  and  a  special 
emphasis  on  green  economics. 

At  Friends  of  the  Earth,  I  serve  as  Director  of  the  Appropriations  Project.    Its  primary 
mission  is  to  advocate  adequate  funding  for  federal  environmental  programs.    In  January,  we 
published  Earth  Budget:    Making  Our  Tax  Dollars  Work  for  the  Environment,  which  I  coauthored 
with  Gawain  Kripke  of  our  staff.    This  200-page  report  presents  a  first-ever  analysis  of  federal 
environmental  spending  through  virtually  all  federal  agencies.   The  report  has  received  significant 
media  attention,  and  we  have  briefed  Administration  officials  on  its  contents. 

President  Clinton's  economic  plan  is  courageous.    It  has  the  most  credible  deficit  reduction 
and  honest  numbers  that  I  have  seen  in  any  presidential  budget  outline  during  my  ten  years  in 
Washington.    Furthermore,  his  plan  is  historic  because  it  embraces  the  idea  that  environmental 
protection  is  good  for  the  economy. 

I.  Environmental  community  support  for  the  Clinton  Plan 

On  February  17,  the  heads  of  eight  major  environmental  organizations  issued  a  joint 
statement  on  behalf  of  over  2  million  members  pledging  their  active  support  for  the  plan.   They 
said: 

The  President's  proposal  hits  many  of  the  country's  most  powerful  special  interests 
--  like  oil,  coal  and  timber  companies  -  where  it  hurts.    The  package  is  one  that 
the  special  interests  will  love  to  hate.   They  will  pull  out  all  the  stops  to  kill  the 
package  in  Congress.    We  urge  Congress  to  ignore  their  pleas  and  to  endorse  the 
President's  proposal." 

I  attach  a  copy  of  this  letter  to  my  testimony. 

II.  Cutting  anti-environmental  subsidies:    The  Green  Solution  to  Red  Ink 

President  Clinton's  Vision  of  Change  document  calls  for 

"Eliminating  spending  that  is  unnecessary  or  wasteful,  that  provides  unjustified 
subsidies  to  particular  industries  or  areas,  that  does  to  programs  that  simply  do  not 
work  or  which  are  no  longer  useful  in  a  changed  world,  or  that  contribute  to 
growing  health  care  costs." 
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Incidentally,  there  are  other  environmentally  beneficial  tax  provisions  in  the  Clinton 
package  which  are  little  known.    We  applaud  the  inclusion  in  the  Clinton  package  of  the 
extension  of  the  Th  cent  gasoline  tax  first  passed  in  1990.   While  the  costs  of  other  goods  and 
services  have  skyrocketed,  the  average  price  of  gasoline  costs  Americans  less  today  than  it  did  in 
1960.   The  result  of  this  cheap  energy  has  been  urban  air  pollution,  urban  sprawl,  and  reliance  on 
foreign  oil  imports.    It  is  important  to  keep  in  mind  when  considering  this  small  extension  that 
gaso.  ;  .•  in  all  other  industrialized  countries  is  much  more  expensive.    On  average,  Canadians  pay 
$1.80  per  gallon,  Germans  $3.60,  and  Japanese  $3.70. 

Also  included  in  the  President's  package  are  two  other  important  environmental  provisions 
which  are  tax  expenditures.   One  is  the  Alternative  Minimum  Tax  change  for  those  who  donate 
land  for  conservation  purposes.   This  change  is  critical  to  preservation  of  wetlands,  forests,  open 
space  and  wildlife  habitat.    Without  this  tax  change,  many  of  these  ecologically  important  lands 
would  be  developed  and  thus  lost. 

The  other  is  a  change  in  the  tax-exempt  bond  rules  to  allow  for  the  financing  and 
development  of  high  speed  rail  facilities  around  the  country.    High  speed  rail  offers  a  cleaner, 
more  energy-efficient  alternative  to  air  and  automobile  travel. 

A  number  of  options  for  additional  deficit  reduction  are  also  environmentally  sound.   In 
addition  to  spending  and  program  subsidies,  look  to  tax  expenditures,  many  of  which  not  only 
represent  bad  tax  policy  but  also  bad  environmental  policy  (or  thwart  environmental  protection 
goals).    One  example  is  the  percentage  depletion  allowance  for  the  mining  of  hard  rock  minerals 
including  lead  and  asbestos.   The  depletion  allowance  is  not  a  method  of  cost  recovery  but  an 
extraction  subsidy.   This  benefit  flows  to  companies  many  of  whom  take  these  minerals  from 
federal  lands  for  which  they  pay  no  royalties. 

Another  is  the  treatment  of  free  parking  benefits  provided  by  employers  to  employees  as 
tax-free  fringe  benefits.    Parking  benefits  worth  as  much  as  $155  per  month  can  be  provided  to 
employees  by  employers  and  not  taxed  as  compensation  to  the  employee.    At  the  same  time, 
employers  can  offer  up  to  only  $60  per  month  in  transit  benefits  tax  free.    There  is  no  incentive 
for  those  who  walk  or  bicycle  to  work.    Reformof  this  treatment  of  parking  benefits  could  raise 
large  amounts  of  revenues  -  $4  billion  to  $14  billion  annually,  by  some  estimates. 

A  final  place  to  look  for  deficit  reduction  are  taxes  on  pollution  and  environmental 
degradation.    The  existing  tax  on  ozone-depleting  chemicals  has  been  successful  not  only  in 
curbing  use  of  these  destructive  chemicals  but  also  raising  revenue.    Expansion  of  this  tax  to 
cover  methyl  bromide  and  HCFCs  would  raise  roughly  $996  million  and  $753  million  over  four 
years  respectively. 

IV.    Stimulus  --  Promoting  environmental  infrastructure 

Environmentalists  were  pleased  that  President  Clinton's  FY93  supplemental  appropriations 
request  included  many  environmental  items.    Some  of  these  were  in  response  to  a  report  prepared 
by  a  broad  coalition  of  21  environmental,  planning,  transit  and  other  organizations  and  released 
February  3,  1993.    Led  by  Bill  Roberts  of  the  Environmental  Defense  Fund,  the  working  group's 
report  was  entitled  An  Infrastructure  Proposal  for  Jobs,  the  Environment  and  Performance.    It 
proposed  a  positive  infrastructure  agenda  that  promotes  jobs  and  economic  growth  while,  at  the 
same  time,  achieving  dramatic  gains  in  environmental  protection.    It  made  proposals  for 
initiatives  on  uansportation,  drinking  water,  wastewater  treatment,  energy  efficiency,  lead 
abatement,  waste  recycling  and  "natural"  infrastructure  (e.g.  wetlands  re-establishment;  stream  and 
lake-side  revegetation;  stream  channel  and  bank  restoration;  and  abandoned  mine  reclamation.) 
Finally,  to  avoid  pork  barrel  spending,  the  report  emphasized  that  projects  must  be  evaluated  for 
performance. 

The  Clinton  stimulus  plan  contains  needed  spending  for  mass  transit,  wastewater 
treatment,  energy  efficiency  and  improvements  to  the  nation's  forests,  parks  and  wildlife  refuges. 
A  detailed  summary  is  attached  to  this  testimony. 
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V.  Investments  --  FY94  investments  in  the  future 

Finally,  the  Clinton  plan's  FY94  investments  propose  to  begin  a  shift  in  the  nation's 
spending  priorities  from  programs  that  hurt  the  environment  toward  those  which  help  it.   For 
example,  cuts  in  nuclear  power  research  help  fund  increases  for  renewable  energy  and  efficiency 
programs.   Other  important  investments  include  initiatives  for  drinking  water,  environmental 
technology,  the  EPA  "green  programs,"  natural  gas  research,  natural  resource  protection,  and 
energy  efficiency  in  federal  buildings.    However,  Friends  of  the  Earth  will  withhold  its  final 
judgment  on  FY94  spending  plan  until  details  are  available  April  5. 

VI.  Other  spending  cut  proposals  (Sen.  Brown's  plan) 

Two  Republican  senators  have  recently  released  alternative  budgets  which  advocate  deeper 
cuts  in  spending  than  the  Administration  envisions.   The  most  detailed  proposal  comes  from 
Senator  Hank  Brown,  whose  proposal  has  environmental  implications. 

Several  of  Sen.  Brown's  proposals  would  help  the  environment.   The  Brown  plan  would 
save  nearly  $10  billion  over  five  years  by  terminating  U.S.  funding  for  the  World  Bank's 
International  Development  Association  (IDA)  program,  and  by  restricting  credits  granted  by  the 
Export-Import  Bank.    As  Friends  of  the  Earth  testified  March  1,  1993  before  the  House 
Appropriations  Subcommittee  on  Foreign  Operations,  both  the  IDA  and  Eximbank  have  a  long 
record  of  funding  environmentally  destructive  projects  in  the  Third  World.    An  especially 
disastrous  example  is  the  massive  Sardar  Sarovar  dam  in  India,  built  with  IDA  credits.   This 
project  will  force  over  240,000  people  off  their  land,  causing  untold  economic,  physical,  social, 
cultural,  and  spiritual  hardship.    IDA  management  has  known  about  this  human  crisis  for  many 
years  and  yet  never  suspended  disbursements  of  the  IDA  credit.    Friends  of  the  Earth  testified 
that  we 

"call  upon  the  U.S.  Congress  not  to  fund  IDA  ....  To  the  extent  that  there  are 
elements  of  IDA's  lending  [that]  are  doing  valuable  things  and  are  actually 
benefiting  people  without  harming  them,  those  elements  should  be  covered  through 
direct  bilateral  grants  and  other  forms  of  concessional  aid." 

Similarly,  the  Eximbank  has  financed  environmentally  unsound  projects,  including  a  loan 
of  over  $130  million  for  a  nuclear  power  plant  in  Czechoslovakia.   The  Eximbank  has 
consistently  ignored  Congressional  directives  to  take  environmental  concerns  into  account  in  its 
lending  policies,  and  Friends  of  the  Earth  opposes  any  additional  Eximbank  funding  until  basic 
structural  reforms  are  implemented.    While  the  Brown  proposal  would  not  eliminate  Eximbank 
credits  altogether,  any  reduction  in  program  funding  is  likely  to  mitigate  damage  to  the  global 
environment. 

Unfortunately,  the  Brown  proposal  contains  some  environmentally  harmful  elements  as 
well.   A  savings  of  $17  million  over  five  years  is  projected  from  cutting  off  U.S.  support  to 
international  commodity  organizations,  including  the  International  Tropical  Timber  Organization 
(ITTO).    Last  year  the  federal  government  contributed  just  over  $1  million  to  the  ITTO,  which 
promotes  sustainable  forestry  practices  in  developing  countries.   This  tiny  program  benefits  the 
world  environment  by  limiting  tropical  deforestation,  protecting  biodiversity,  and  controlling  the 
growth  of  'greenhouse  gas'  emissions  which  contribute  to  global  warming. 

The  Brown  budget  also  cuts  funding  for  Amtrak,  a  vital  element  of  our  nation's 
transportation  system.   Federal  support  for  passenger  rail  service  provides  significant 
environmental  benefits.    By  discouraging  the  use  of  private  automobiles,  subsidies  for  rail  travel 
reduce  air  pollution,  traffic  congestion,  and  the  need  for  environmentally  destructive  highway 
construction.   Thank  you. 
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Specifically,  the  document  proposes  to  curtail  or  eliminate  many  federal  subsidies  for 
activities  that  harm  the  environment.   These  reforms  include  cuts  in  programs  subsidies  and 
appropriations,  as  well  as  increases  in  certain  user  fees. 

These  subsidy  cuts  have  won  broad  support  from  environmental  and  taxpayer 
organizations.    In  fact.  Friends  of  the  Earth  and  the  National  Taxpayers  Union  today  coauthored  a 
letter  to  every  House  member  signed  by  the  Natural  Resources  Defense  Council,  Sierra  Club, 
Citizens  Against  Government  Waste  and  Citizens  for  a  Sound  Economy.     We  attach  a  copy  of 
the  letter  to  this  testimony.   What  brings  together  an  "odd  couple"  group  like  this?   The  opening 
paragraph  of  the  letter  answers  as  follows: 

"United  by  our  strong  belief  that  Americans  should  not  borrow  from  future 
generations,  the  undersigned  taxpayer  and  environmental  organizations  urge  your 
support  for  cutting  wasteful  and  environmentally  harmful  subsidies  and  spending 
....  Such  cuts  will  help  ensure  that  our  children  inherit  both  a  sound  environment 
and  sound  finances  ....  The  environment  and  finances  of  the  United  States  in  the 
21st  century  should  not  be  governed  by  the  Mining  Act  of  1872,  the  Reclamation 
Act  of  1902  or  the  Forest  Service  Act  of  1906." 

Attached  to  this  letter  was  a  list  of  cuts  which  includes  both  items  proposed  by  President 
Clinton  on  February  17  and  possible  additional  cuts.   These  were  selected  because  they  are 
difficult  to  justify  in  economic  terms,  do  not  provide  the  federal  government  with  a  fair  return  on 
its  investment  or  resources,  conflict  directly  with  other  federal  policies,  leave  the  taxpayer  holding 
the  bill  for  pollution  cleanup  or  uncollectable  debts,  or  benefit  the  people  or  institutions  who  are 
not  the  ones  Congress  originally  intended  to  aid. 

Mr.  Chairman,  I  do  not  have  the  expertise  to  discuss  each  of  the  specific  items  in  detail, 
and  various  organizations  .   I  would  be  pleased  to  refer  anyone  who  has  particular  interests  to 
contact  those  organizations  which  possess  the  full  expertise  on  each  area  for  detailed  information. 
I  would  like  to  note  two  caveats.   First,  the  support  from  taxpayer  organizations  for  certain  of 
these  cuts  should  not  be  understood  to  imply  a  position  on  the  President's  overall  package. 
Second,  the  support  of  environmental  organizations  for  any  of  these  proposed  cuts  is  premised  on 
the  principle  that  savings  are  linked  inextricably  with  policy  reforms.   This  is  an  important 
principle,  because  without  environmental  reforms,  many  activities  will  cause  more  environmental 
problems  which  will  cost  more  for  cleanup  later.   Finally,  I  would  like  to  be  clear  that  the 
remainder  of  my  testimony  is  presented  only  on  behalf  of  Friends  of  the  Earth,  and  does  not 
reflect  the  views  of  the  taxpayer  groups. 

III.    Shifting  the  tax  burden  from  people  to  pollution 

One  of  the  best  aspects  of  the  Clinton  package  is  that  it  embodies  the  concept  of  levying 
taxes  on  pollution,  not  people. 

We  need  to  challenge  traditional  thinking  about  tax  policy  and  environmental  policy.   Our 
tax  system  relies  primarily  on  taxes  on  income,  payroll,  property  and  sales.    In  other  words,  we 
generally  tax  activities  we  want  to  encourage:    work,  savings,  and  investment.    Strangely,  we  fail 
to  tax  .;^tivities  we  would  like  to  discourage:    pollution,  degradation  of  natural  resources,  and 
inefficient  use  of  energy  and  materials.    For  this  reason,  many  economists  and  environmentalists 
have  advocated  a  shift  from  taxing  "goods"  to  taxing  "bads." 

The  Clinton  energy  tax  is  environmentally  sound  —  an  important  first  step  toward  reducing 
our  nation's  emissions  of  greenhouse  gases  that  threaten  the  stability  of  the  world's  climate.   The 
energy  tax  will  result  in  increases  in  energy  conservation,  efficiency  improvements,  pollution 
reduction  and  a  transition  to  cleaner  energy  sources,  particularly  solar  and  wind  energy.    It  is 
crucial  that  this  tax  proposal  not  be  weakened  during  congressional  deliberations.    An  alternative 
such  as  an  ad  valorem  tax  would  not  encourage  cleaner  energy  sources.   The  notion  that  the 
energy  tax  should  be  fuel  neutral  should  be  rejected.   It  is  time  to  encourage  clean  energy  sources 
while  discouraging  those  that  pollute. 
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Mr.  Orton.  Thank  you. 

As  a  tax  attorney,  I  am  particularly  interested  in  your  comments 
on  the  energy  tax.  Perhaps,  Ms.  Erlandson,  you  indicate  in  your 
testimony  that  the  concept  of  a  fuel  neutral  tax  should  be  rejected. 

As  I  understand  the  current  concept  being  discussed  on  the 
energy  tax  is  a  Btu  tax,  where  we  tax  the  Btus  of  a  particular 
energy  source  equally.  In  fact  the  tax  is  based  on  the  number  of 
Btus  in  the  energy  source.  For  oil  the  tax  would  be  doubled.  But 
there  is  no  specific  incentive  program  which  would  tax  a  higher 
energy  output,  lower  polluting  form  of  energy  over  a  lower  energy 
output,  higher  polluting  form  of  energy. 

In  other  words,  all  coal  would  be  taxed  essentially  on  the  Btu 
content  rather  than  a  higher  tax  for  lower  Btu,  high-sulfur  coal 
than  for  higher  Btu,  low-sulfur  coal. 

There  seems  to  be  no  incentive  other  than  making  energy  more 
expensive.  Of  course  there  are  exemptions  for  geothermal,  solar 
and  wind  energy,  but  the  more  traditional  forms  of  energy  are  es- 
sentially just  taxed  on  Btu. 

Have  you  given  any  thought  to  a  mechanism  which  would  go 
beyond  just  generating  revenues  to  provide  these  incentives  among 
the  current  forms  of  fuel?  If  so,  are  there  trade-offs  that  are  cre- 
ated by  those  incentives  which  would  make  them  less  attractive? 

I  don't  know  if  you  want  to  take  time  going  over  that  currently, 
or  if  you  have  any  information  on  it.  Certainly  my  office  would  be 
interested  in  it.  If  you  have  a  brief  comment  for  the  record,  maybe 
you  could  do  that  and  follow  up  with  any  more  specific  detail  on 
how  you  aren't  fuel  neutral. 

Ms.  Erlandson.  Sure.  The  proposal  that  the  President  has  put 
forth,  you  are  correct,  says  that  there  will  be  a  higher  tax  on  oil.  I 
suspect  the  rationale  behind  that  was  to  encourage  reliance  on 
other  domestically  produced  sources,  particularly  natural  gas.  An 
ad  valorem  tax,  which  had  been  discussed,  could  have  created  per- 
verse fuel  switching  from  natural  gas  to  coal. 

We  did  encourage  the  administration  to  choose  an  environmen- 
tally sound  energy  tax  and,  as  you  pointed  out,  all  of  the  ramifica- 
tions of  the  one  that  was  proposed  are  not  clear  right  now,  and  we 
are  looking  into  that  and  will  get  you  further  information. 

But  generally  we  are  pleased  with  the  tax  that  was  chosen.  We 
would  have  preferred  a  higher  tax  on  all  coal,  not  looking  at  it 
from  a  sulfur  point  of  view  but  from  a  carbon  dioxide  emission 
point  of  view.  But  the  President  chose  not  to  do  that. 

By  and  large,  we  are  pleased  with  the  form  that  the  tax  has 
taken,  although  some  of  the  specifics  remain  to  be  worked  out. 

Mr.  Orton.  I  would  like  to  know  how  we  might  look  fuel  by  fuel 
and  identify  how  the  cleaner,  more  efficient  forms  of  fuel  may  get 
a  greater  incentive  over  the  less  efficient  dirtier  forms  of  fuel.  I 
think  it  is  a  valid  point  you  have  raised,  and  we  would  be  interest- 
ed to  see  your  recommendations,  not  just  between  oil  and  coal,  but 
a  broad  variety  of  fuels.  We  would  appreciate  if  you  would  give  us 
your  thoughts. 

We  certainly  appreciate  your  testimony.  Thank  you  very  much 
for  coming  today. 

Ms.  Erlandson.  Thank  you. 

Mr.  De  Gennaro.  Thank  you,  Mr.  Chairman. 
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Mr.  Orton.  Is  Mr.  Larry  Gage  here? 

If  not,  is  Mr.  Tobias  here?  Mr.  Tobias,  National  President  for  the 
National  Treasury  Employees  Union,  is  joining  us  here  today. 

I  would  like  to  take  particular  pleasure  in  joining  you,  Mr. 
Tobias.  For  those  who  may  not  know,  long  ago  in  my  career  I 
worked  for  the  Internal  Revenue  Service,  and  in  fact  was  a 
member  of  NTEU.  So  it  is  a  particular  pleasure  for  me  to  welcome 
the  President  of  NTEU,  and  we  look  forward  to  your  testimony. 

STATEMENT  OF  ROBERT  M.  TOBIAS,  NATIONAL  PRESIDENT, 
NATIONAL  TREASURY  EMPLOYEES  UNION 

Mr.  Tobias.  Thank  you  very  much,  Mr.  Chairman.  I  appreciate 
very  much  appearing  before  you,  a  former  NTEU  member. 

On  February  17th,  the  President  in  his  address  to  the  Nation 
called  for  fairness  and  change.  We  agree  with  that,  and  we  as  Fed- 
eral employees  are  pleased  to  make  our  contributions,  because, 
after  all,  we  are  citizens  first  and  Federal  employees  second. 

But  what  President  Clinton  is  asking  of  Federal  employees  I  be- 
lieve is  unfair.  The  domestic  discretionary  spending  cuts  in  1994 
total  $4.3  billion,  and  $3  billion  of  that  $4.3  billion  are  to  be  borne 
by  Federal  employees,  or  70  percent. 

Over  the  5-year  period  outlined  in  President  Clinton's  proposal, 
64  percent  of  the  domestic  discretionary  spending  cuts  are  to  be 
borne  by  Federal  employees.  Our  pay  would  be  frozen  in  1994  and 
reduced  in  1995,  1996,  and  1997. 

In  addition,  the  President  has  proposed  to  shift  $680  million  in 
health  care  costs  to  Federal  employees. 

I  think  the  proposal  is  unfair  and  most  importantly  threatens  to 
break  a  promise  that  Congress  made  to  Federal  employees  in  1990 
to  close  the  comparability  gap  by  creating  a  locality  pay  system. 

We  as  Federal  employees  have  been  waiting  since  1976  for  the 
comparability  gap  to  be  addressed.  In  1990  we  were  told  by  Con- 
gress to  wait  until  1994  and  it  will  start  happening. 

The  plan  as  envisioned  will  take  10  full  years  to  be  implemented. 
But  it  will  start  in  1994.  And  now  we  are  told  by  President  Clinton 
that  we  have  to  wait  again. 

It  is  not  as  though  Federal  employees  are  some  wild-eyed  zealots 
seeking  something  they  don't  deserve.  As  part  of  the  1992  transi- 
tion series  prepared  by  GAO,  they  analyzed  the  Federal  Employee's 
Pay  Comparability  Act  and  said,  "Achieving  a  consensus  between 
the  administration  and  Congress  was  a  long,  arduous  process  that 
would  be  difficult  to  reestablish  if  the  current  program  were  to 
become  sidetracked.  Full  implementation  of  pay  reform  is  a  key 
building  block  of  a  more  effective  government  and  important  to  the 
government's  ability  to  attract  and  retain  a  highly  qualified  and 
motivated  work  force." 

The  same  idea  was  stated  in  1989  by  Mr.  Volcker,  who  issued  a 
report  on  the  public  service,  when  he  stated  that  "public  percep- 
tion contains  an  abundance  of  myth  and  only  a  modicum  of  reality. 
The  public  believes,  for  example,  that  the  government  servant  is 
less  productive  and  enjoys  more  benefits  than  his  or  her  counter- 
part in  business.  GAO  studies  find  that  the  reverse  is  true.  The 
productivity  of  the  civil  servant  is  marginally  greater  than  that  of 
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comparable  private  sector  employee  and  the  benefits,  other  than 
pay,  are  about  the  same  for  both  sectors." 

Furthermore,  it  is  not  as  though  Federal  employees  have  not 
contributed  generously  over  the  years.  According  to  GAO,  in  the 
last  10  years.  Federal  employees  have  contributed  $120  billion.  One 
hundred  and  twenty  billion  dollars.  These  contributions  came  in 
the  form  of  delayed,  reduced  and  canceled  pay  raises,  reduced  retir- 
ee COLAS,  changes  in  the  civil  service  retirement  benefits,  shifting 
the  health  care  costs  to  enrollees  and  numerous  other  Federal  pro- 
gram cutbacks. 

One  hundred  and  twenty  billion  dollars.  But  the  cost  which  is 
most  often  overlooked  is  the  cost  to  the  lower  graded  Federal  em- 
ployees. One-half  of  our  members  make  less  than  $30,000  a  year. 
At  $30,000,  it  will  cost  that  member  1,800,  far  in  excess  of  what 
President  Clinton  is  asking  others  at  that  salary  level  to  sacrifice. 

The  cost  of  shifting  health  care  costs  adds  $25  a  month  to  the 
average  worker's  health  care  tab  on  top  of  the  increases  due  to 
rising  health  care  costs.  We  believe  this  is  not  the  time  to  shift 
costs  and  increase  premiums. 

We  see  that  President  Clinton  is  studying  a  national  health  in- 
surance reform  proposal.  We  have  been  trying  since  1988  to  get 
Federal  employee  health  insurance  reform.  We  know  right  now 
that  there  is  $200  million  available.  It  has  been  identified  over  and 
over  by  GAO  on  how  to  reduce  $200  million  in  the  current  system. 
And  on  top  of  it  all,  there  has  been  report  after  report  after  report 
which  says  that  on  average,  a  Federal  employee  pays  $1,100  more 
per  year  for  existing  health  insurance  than  does  his  or  her  counter- 
part in  the  private  sector.  We  think  it  is  unfair  to  ask  at  this  point 
in  time  for  a  greater  contribution. 

Mr.  Chairman,  I  would  like  to  bring  to  your  attention  one  final 
matter  in  President  Clinton's  budget  which  affects  Customs  em- 
ployees exclusively.  I  wish  to  express  my  grave  concern  over  a  pro- 
vision in  President  Clinton's  budget  which  eliminates  the  overtime 
system  for  Customs  employees  and  uses  the  savings  for  deficit  re- 
duction. 

This  issue  is  not  new  to  Congress.  In  the  102d  Congress,  the  over- 
sight committee  of  the  Ways  and  Means  Committee  held  hearings 
on  the  overtime  system  used  to  pay  inspectors  and  canine  officers 
of  the  Customs  service.  The  study  concluded  that  the  overtime 
system  was  fraught  with  irregularities.  A  compromise  bill  was 
added  to  the  omnibus  tax  bill,  which  was  vetoed.  The  compromise 
legislation  reformed  the  overtime  system  to  address  the  concern 
raised  by  GAO  and  used  the  savings  from  the  overtime  reform  to 
provide  for  a  reasonable  compensation  package  for  the  affected  em- 
ployees. 

If  the  President's  budget  were  to  be  implemented  with  respect  to 
the  Customs  employees,  it  would  cost  them  $250  per  month  on  av- 
erage— in  addition  to  the  $180  per  month  from  the  pay  freeze,  in 
addition  to  the  $17  per  month  for  energy  taxes  and  additional  dol- 
lars for  the  shifting  of  the  health  insurance  costs. 

Such  a  burden  is  clearly  not  shared  by  other  Americans. 

Mr.  Chairman,  I  urge  you  to  reconsider  allocating  $18  million 
toward  deficit  reduction  based  on  a  change  in  the  customs  employ- 
ees overtime  system.  Instead,  I  request  that  changes  to  the  over- 
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time  system  be  based  on  legislation  currently  pending  before  this 
Congress. 

The  administration's  vision  of  change  for  America  presents  little 
hope  for  the  Nation's  Federal  work  force.  Its  proposals  place  little 
value  on  the  need  for  a  trained  and  dedicated  civil  service. 

NTEU  urges  you  to  reject  the  Federal  pay  freeze  and  continue  to 
honor  the  Federal  Government's  responsibility  as  the  Nation's 
largest  employer  to  provide  affordable  health  care  benefits  to  its 
employees. 

We  stand  ready  to  fight  with  you  on  behalf  of  these  worthy  goals. 

Thank  you  very  much,  Mr.  Chairman. 

[The  prepared  statement  of  Robert  M.  Tobias  follows:] 

Prepared  Statement  of  Robert  M.  Tobias,  National  President,  National 

Treasury  Employees  Union 

Mr.  Chairman,  I  am  Robert  Tobias,  President  of  the  National  Treasury  Employees 
Union.  On  behalf  of  the  150,000  Federal  workers  represented  by  NTEU,  I  want  to 
thank  you  for  your  leadership  in  scheduling  this  hearing  today  to  focus  attention  on 
the  impact  of  the  Administration's  budget  proposals  on  the  Federal  workforce. 

When  0MB  Director  Panetta  recently  appeared  before  the  House  Budget  Commit- 
tee, he  used  words  such  as  fair  and  balanced  to  describe  the  President's  fiscal  year 
1994  budget  proposals  and  stated  that  every  sector  of  society  was  being  asked  to  con- 
tribute equally.  Mr.  Chairman,  I  submit  that  the  proposals  affecting  Federal  work- 
ers are  anything  but  fair  and  balanced. 

Of  the  $4.3  billion  in  domestic  discretionary  cuts  scheduled  for  1994,  $3  billion,  or 
more  than  two-thirds  of  the  proposed  savings,  are  taken  from  Federal  employee  ac- 
counts. One  Senate  Budget  Committee  analysis  of  the  President's  5  year  package 
states,  "Of  the  $70.9  billion  in  nondefense  gross  discretionary  savings,  $45.6  billion, 
or  64  percent,  are  derived  from  across-the-board  Federal  pay  reductions  and  unspeci- 
fied administrative  or  attrition  savings." 

Federal  employees  are  certainly  willing  to  contribute  their  fair  share,  but  64  per- 
cent of  all  nondefense  discretionary  savings  over  the  five  year  period  cannot  be  con- 
sidered fair  or  balanced  under  any  definition  of  those  terms. 

The  fiscal  year  1994  budget  package  presented  to  Congress  seeks  to  freeze  Federal 
pay  until  January  1995,  delay  the  implementation  of  the  locality  adjustments  set  to 
begin  in  1994  as  a  result  of  the  much-heralded  Federal  Employees  Pay  Comparabil- 
ity Act  (FEPCA),  reduce  Federal  employment  by  100,000  by  1995  and  bleed  dry 
agency  administrative  accounts  already  ravaged  by  years  of  across  the  board  reduc- 
tions in  appropriations. 

FEPCA  was  the  first  serious  effort  toward  fixing  the  badly  broken  Federal  pay 
compensation  system  in  20  years.  The  past  Administration,  Congress  and  Federal 
employee  representatives  worked  extremely  hard  to  bring  about  this  compromise 
legislation.  It  established  a  system  to  more  closely  tie  Federal  salaries  to  local  wage 
rates  and  make  them  more  competitive  with  the  private  sector.  Moveover,  it  estab- 
lished an  orderly  pay-setting  process  and  prescribed  specific  circumstances  under 
which  the  President  may  alter  the  scheduled  pay  adjustments.  These  circumstances 
are  not  present,  yet  the  President  has  proposed  eliminating  the  2.2  percent  Employ- 
ment Cost  Index  (ECI)  adjustment  due  next  January  as  well  as  disrupting  the  new 
locality  adjustments  in  the  very  first  year  of  their  implementation.  This  is  not  only 
contrary  to  the  intent  of  FEPCA,  but  clearly  violates  the  spirit  of  the  agreement 
which  led  to  its  enactment  as  well  as  frustrates  Congress'  goal  of  achieving  pay  com- 
parability through  orderly  adjustments  in  Federal  pay.  The  average  pay  gap  be- 
tween public  and  private  sector  salaries  still  hovers  around  29  percent.  This  is  a  na- 
tional average  of  how  far  behind  Federal  employees  are.  There  has  been  no  im- 
provement. 

As  part  of  its  December  1992  transition  series  of  reports  to  the  new  Administra- 
tion, the  GAO,  in  its  examination  of  the  public  service,  presented  the  following  anal- 
ysis of  FEPCA:  ".  .  .  Achieving  a  consensus  between  the  administration  and  Congress 
was  a  long,  arduous  process  that  would  be  difficult  to  reestablish  if  the  current  pro- 
gram were  to  become  sidetracked.  Full  implementation  of  pay  reform  is  a  key  build- 
ing block  of  a  more  effective  government  and  important  to  the  government's  ability 
to  attract  and  retain  a  highly  qualified  and  motivated  workforce." 


28 

We  negotiated  in  good  faith  to  reach  agreement  on  FEPCA  and  we  compromised 
in  key  areas,  but  in  the  end,  we  charted  a  new  course  in  which  Federal  pay  would 
be  driven  by  sound  personnel  management  policies.  I  am  disheartened  by  the  Presi- 
dent's breach  of  commitment  to  this  important  concept. 

Furthermore,  it  is  not  as  if  Federal  employees  have  not  contributed  generously  in 
past  efforts  to  tame  the  Federal  deficit.  According  to  the  General  Accounting  Office 
(GAO),  from  1981  through  1990,  Federal  workers  and  retirees  contributed  $120  bil- 
lion dollars  toward  this  goal.  These  "contributions"  came  in  the  form  of  delayed, 
reduced  and  canceled  pay  raises  and  retiree  COLAs,  changes  in  Civil  Service  Retire- 
ment System  benefits,  the  shifting  of  health  care  costs  to  enrollees  and  numerous 
other  Federal  program  cutbacks. 

The  1989  Volcker  Commission  Report  on  rebuilding  the  public  service  provided  an 
interesting  perspective  on  American  citizens'  perceptions  of  their  government.  They 
found  that:  "Public  perception  contains  an  abundance  of  myth  and  only  a  modicum 
of  reality.  The  public  believes,  for  example,  that  the  government  servant  is  less  pro- 
ductive and  enjoys  more  benefits  than  his  or  her  counterpart  in  business.  General 
Accounting  Office  (GAO)  studies  find  that  the  reverse  is  true:  productivity  of  the 
civil  servant  is  marginally  greater  than  that  of  comparable,  private-sector  employ- 
ees, and  the  benefits,  other  than  pay,  are  about  the  same  for  both  sectors." 

0MB  Director  Panetta  has  indicated  that  to  some  degree,  these  excessive  hits  to 
the  Federal  workforce  were  born  from  a  need  to  show  equity  of  contribution  in 
terms  of  the  government  stepping  forward  first  in  the  deficit  reduction  fight.  I  want 
to  see  a  budget  based  on  sound  management  policy,  not  public  perception. 

We  have  also  been  told  that  the  President's  budget  recommendations  are  equita- 
ble for  the  middle  class  who  will  only  incur  an  average  of  $17  per  month  in  new 
energy  taxes.  This  apparently  doesn't  include  the  average  middle  class  Federal 
worker,  however. 

The  average  Federal  worker  in  the  United  States  earns  $36,000  per  year.  Freezing 
Federal  pay  for  one  year  results  in  a  loss  of  $2,160  for  this  average  American, 
which,  when  coupled  with  the  $17  in  proposed  new  energy  taxes,  makes  for  a  net 
monthly  loss  of  $182.  This  loss  is  even  greater  when  the  effects  of  the  expected 
health  benefit  cost  shift  and  loss  of  future  pension  benefits  as  a  result  of  the  pay 
freeze  are  factored  into  the  equation;  $17  is  a  sacrifice  that  Federal  workers  are 
willing  to  make;  $182  per  month  is  excessive,  unfair  and  intolerable.  Despite  what 
the  President  says,  the  proposed  recommendations  for  gutting  the  Federal  pay 
system  will  result  in  many  Federal  workers  who  make  less  than  $30,000  per  year 
sacrificing  thousands  of  dollars. 

In  addition,  the  budget  assumes  that  $700  million  in  health  care  premium  costs  be 
shifted  from  the  government  as  employer  to  the  enrollees.  The  Office  of  Personnel 
Management  (0PM)  has  already  announced  that  this  proposal  can  be  expected  to 
add  an  additional  $25  dollars  per  month  to  the  average  workers'  health  tab — on  top 
of  an  expected  increase  in  premiums  due  simply  to  rising  health  costs. 

We  are  also  extremely  concerned  over  the  possibility  of  shifting  $700  million  in 
health  care  premium  costs  to  the  Federal  workforce.  The  Federal  Employees  Health 
Benefits  Program  (FEHBP)  is  the  Nation's  largest  employer-sponsored  health  care 
plan  covering  9  million  beneficiaries.  We  should  be  getting  the  absolute  best  cover- 
age for  the  lowest  premiums.  But  we  are  not.  Rather  than  shift  costs  to  enrollees  as 
a  way  of  reducing  Federal  expenditures  for  the  program,  the  Administration  should 
pursue,  at  a  minimum,  reduction  of  the  program's  administrative  costs. 

The  GAO  transition  series  stated  with  regard  to  FEHBP:  "At  a  cost  of  over  one- 
half  billion  dollars  annually,  contractors'  administration  of  FEHBP  is  an  important 
consideration.  We  believe  that  as  much  as  $200  million  annually  could  be  saved  if 
FEHBP's  administrative  costs  were  reduced  to  the  level  of  other  large  health  bene- 
fits programs  we  reviewed.  " 

NTEU  has  actively  sought  reform  of  the  FEHBP  since  1988.  Among  other  things, 
we  have  sought  to  capture  the  dollars  that  are  currently  wasted  on  administrative 
costs  and  spend  them  more  wisely  on  program  improvements.  The  Administration 
should  be  doing  the  same,  not  looking  for  quick  fixes  that  only  shift  the  cost  of  pro- 
viding health  benefits  from  the  employer  to  the  programs'  enrollees.  Report  after 
examination  after  study  of  the  FEHB  program  have  consistently  reinforced  our  call 
for  reform.  Each  analysis  continues  to  show  that  health  benefits  for  the  typical  pri- 
vate sector  employee  are  worth  $1,100  more  annually  than  those  received  by  the 
average  Federal  worker.  If  the  Federal  Government  chooses  not  to  be  a  model  for 
other  employers,  at  the  very  least,  it  should  not  provide  its  employees  with  health 
benefits  of  significantly  less  value  than  the  average  private  sector  employer.  The 
President's  budget  proposes  to  do  just  that. 
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Mr.  Chairman,  I  would  like  to  bring  to  your  attention  one  final  matter  in  Presi- 
dent Clinton's  budget  which  affects  Customs  employees  exclusively.  Today,  I  have 
outlined  for  you  the  additional  sacrifices  which  every  Federal  employee  is  being 
asked  to  bear.  As  the  exclusive  representative  for  Customs  employees  nationwide,  I 
wish  to  express  my  grave  concern  over  a  provision  in  President  Clinton's  budget.  In 
an  attempt  to  reduce  the  Federal  deficit.  Customs  employees  stand  to  lose  hundreds 
of  dollars  per  month.  The  President's  budget  recommends  eliminating  the  overtime 
system  for  Customs  employees  and  using  the  savings  for  deficit  reduction. 

This  issue  is  not  new  to  Congress.  In  the  102d  Congress,  the  Oversight  Subcommit- 
tee of  the  Ways  and  Means  Committee  held  hearings  on  the  overtime  system  used 
to  pay  Inspectors  and  Canine  Enforcement  Officers  of  the  U.S.  Customs  Service.  The 
hearings  were  based  on  a  General  Accounting  Office  study  which  concluded  that  the 
overtime  system  was  outdated  and  fraught  with  irregularities.  A  compromise  bill, 
H.R.  3837,  passed  the  Ways  and  Means  Committee  and  was  added  to  the  omnibus 
tax  bill  which  was  vetoed.  H.R.  3837,  Title  II  was  based  on  a  compensation  package 
prepared  by  the  U.S.  Customs  Service  and  introduced  by  Congressman  Rangel  (D- 
NY)  and  a  bill  introduced  by  Congressman  Pickle  (D-TX).  The  compromise  legisla- 
tion reformed  the  overtime  system  to  address  the  concerns  raised  by  the  GAO  and 
used  the  savings  from  the  overtime  reform  to  provide  for  a  reasonable  compensation 
package  for  the  affected  employees. 

The  favorable  overtime  system  developed  for  Customs  Inspectors  was  viewed  as  a 
way  to  attract  good  employees  and  supplement  a  less  than  adequate  compensation 
system.  The  budget  proposal  eliminates  the  favorable  overtime  system,  yet  fails  to 
address  the  inadequate  compensation.  There  are  three  bills  pending  which  address 
the  reform  of  the  Customs  overtime  system.  H.R.  22,  introduced  by  J.J.  Pickle  (D- 
TX),  H.R.  477  introduced  by  Charlie  Rangel  (D-NY)  and  S.  317  introduced  by  Sena- 
tor DeConcini  (D-AZi  provide  for  a  new  compensation  package  for  Customs  employ- 
ees to  offset  the  loss  in  income  to  these  employees  as  a  result  of  changing  their  over- 
time system. 

It  is  important  to  realize  that  Immigration  Inspectors  of  the  INS  have  an  over- 
time system  comparable  to  Customs  employees.  However,  there  is  no  provision  to 
change  their  system.  It  would  be  unfair  and  demoralizing  for  Customs  Inspectors  to 
work  next  to  INS  Inspectors,  perform  a  more  complex,  hazardous  job,  yet  receive  far 
less  pay.  Moreover,  it  would  become  increasingly  difficult  for  the  Customs  Service  to 
continue  to  recruit  qualified  men  and  women  to  protect  our  borders. 

President  Clinton  assured  American  working  men  and  women  that  his  budget  was 
fair  because  everyone  would  share  in  the  burden  of  reducing  the  deficit.  Customs 
employees  are  being  asked  to  make  three  sacrifices.  They  are  asked  to  incur  an 
energy  tax  of  $17  per  month,  to  freeze  their  pay  increases  at  an  average  cost  of  $180 
per  month,  and  to  reform  their  overtime  system  at  an  average  loss  of  $250  per 
month,  per  employee.  This  amounts  to  thousands  of  dollars  per  year.  Such  a  burden 
is  clearly  not  being  shared  by  other  Americans. 

Mr.  Chairman,  I  urge  you  to  reconsider  allocating  $18  million  toward  deficit  re- 
duction based  on  a  change  in  Customs  employees  overtime  system.  Instead,  I  would 
request  that  changes  to  these  employees  overtime  system  be  based  on  legislation 
currently  pending  before  this  Congress. 

The  Administration's  vision  of  change  for  America  presents  little  hope  for  the  Na- 
tion's Federal  workforce.  Its  proposals  place  little  value  on  the  need  for  a  trained 
and  dedicated  civil  service.  NTEU  urges  you  to  reject  the  Federal  pay  freeze,  imple- 
ment the  pay  reform  law  you  helped  enact  and  continue  to  honor  the  Federal  Gov- 
ernment's responsibility  as  the  Nation's  largest  employer  to  provide  affordable 
health  care  benefits  to  its  employees.  We  stand  ready  to  fight  with  you  on  behalf  of 
these  worthy  goals. 

Thank  you. 

Chairman  Sabo  [presiding].  Thank  you,  Mr.  Tobias.  I  am  sorry  I 
missed  the  beginning  of  your  testimony.  I  think  it  is  very  thought- 
ful testimony,  and  it  clearly  points  out  some  problems  that  we  are 
going  to  have  to  struggle  with  through  the  balance  of  this  session. 

Mr.  Orton,  do  you  have  any  questions? 

Mr.  Orton.  Yes. 

Thank  you,  Mr.  Tobias.  I  also  would  like  to  compliment  you  on 
your  testimony.  I  think  you  analyzed  it  accurately.  Clearly  the  Fed- 
eral employees  are  bearing  a  greater  burden.  Particularly  in  the 
area  of  health  care  costs. 
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I  certainly  recognize  the  extent  of  sacrifice  the  President  is 
asking  for  among  Federal  employees.  I  agree  with  you,  it  is  prob- 
ably not  fair.  I,  for  one,  am  looking  at  ways  that  we  can  make  it 
more  fair.  I  think  we  are  going  to  have  to  sacrifice.  The  Federal 
Government  is  going  to  have  to  put  its  house  in  order.  I  am  hoping 
that  there  are  ways  that  we  can  save  money  without  creating  a 
greater  burden  individually  on  the  economies  of  the  employees. 

So  I  commend  you  on  your  testimony.  I  think  what  you  have 
said,  we  need  to  hear,  understand  and  take  into  consideration  as 
we  try  to  meet  the  balance.  Truly,  it  is  a  greater  sacrifice  being 
called  for  upon  Federal  employees.  We  recognize  that,  and  hope 
that  you  will  work  with  us  as  we  try  to  craft  ideas  to  appropriately 
relieve  the  economic  burden  on  individuals  and  try  to  solve  the 
problem. 

But  I  am  sure  you  recognize,  as  we  do,  the  extent  of  the  deficit 
problem  we  have  and  the  situation  we  are  in.  We  certainly  want  to 
work  with  you  and  the  White  House  in  trying  to  come  up  with  the 
best  plan. 

So  thank  you. 

Mr.  Tobias.  Mr.  Orton,  I  really  appreciate  your  comments.  It  is 
very  encouraging  to  me  to  hear  you  acknowledge  that  there  is  a 
problem,  and  your  willingness  to  struggle  with  this  problem.  I  be- 
lieve there  are  ways  to  craft  a  solution. 

As  I  said  in  the  beginning  of  my  testimony,  we  certainly  recog- 
nize that  there  must  be  sacrifice.  We  are  willing  to  make  that  sac- 
rifice, because  I  believe,  as  everyone  else  who  has  ever  thought 
about  this  problem,  that  we  have  to  address  the  deficit.  What  we 
are  looking  for  is  a  greater  measure  of  fairness.  And  I  think  that 
can  be  accomplished. 

So  I  am  very  willing  and  eager  to  work  with  you,  and  you,  Mr. 
Chairman,  in  crafting  something  that  is  in  fact  more  fair. 

Thank  you. 

Chairman  Sabo.  Next  we  will  call  on  four  students  from  Anoka 
High  School,  Anoka,  Minnesota.  They  have  been  working  on  a 
project,  about  how  they  would  deal  with  the  Federal  budget.  To  in- 
troduce them,  I  will  call  on  Congressman  Rod  Grams. 

Welcome. 

Mr.  Grams.  Well,  thank  you  very  much,  Mr.  Chairman.  It  is  a 
real  pleasure  to  be  here,  and  we  thank  you  for  the  time  and  the 
opportunity  to  present  these  students  and  their  ideas  they  have 
brought  with  them  from  Minnesota. 

Mr.  Chairman,  I  want  to  begin  by  thanking  you  for  holding  these 
important  hearings  and  I  want  to  especially  thank  you  for  inviting 
these  bright  young  people  from  Anoka,  Minnesota,  to  come  before 
your  committee  today. 

Mr.  Chairman,  all  of  us  in  Congress  are  wrestling  these  days 
with  the  rather  urgent  responsibility  to  get  the  budget  under  con- 
trol. As  we  debate  the  issues  and  consider  various  budget  proposals, 
we  often  hear  it  said  that  these  budget  debates  are  really  a  debate 
about  our  children  and  about  our  future.  And  sometimes  I  fear 
that  such  phrases  become  so  much  a  part  of  the  heated  rhetoric  of 
debate  in  Congress  that  it  often  loses  its  reality  for  many  of  the 
leaders  in  this  city. 
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It  is  absolutely  true  that  the  budget  debate  is  about  our  future, 
and  we  as  Members  of  Congress  must  never  forget  that  every 
dollar  we  contribute  to  the  deficit  and  the  national  debt  is  going  to 
be  passed  on  to  the  young  people  such  as  the  students  we  are  going 
to  meet  here  today. 

Now,  if  we  do  not  get  a  handle  on  the  deficit  immediately,  not 
only  are  we  going  to  make  them  pay  for  our  spending,  but  we  are 
going  to  pass  it  on  to  them  with  interest,  and  bury  them  in  debt  so 
deep  they  may  never  be  able  to  get  out  from  underneath  it.  All  of 
us  want  to  invest  in  our  future  and  make  things  better  for  the  next 
generation.  I  believe  the  best  investment  we  can  make  is  deficit  re- 
duction. 

Every  dollar  in  deficit  reduction  not  only  saves  a  dollar  in  future 
burdens  for  the  next  generation,  but  those  savings  will  be  dollars 
the  next  generation  can  use  to  address  its  own  problems  of  health 
care,  transportation,  unemployment,  or  even  problems  we  haven't 
yet  thought  about. 

With  that  in  mind,  Mr.  Chairman,  I  would  like  to  introduce  you 
to  some  members  of  that  next  generation.  Joining  us  today  are, 
from  my  right,  Steve  Boulka,  Mitch  Geiger,  Niki  Larsen,  and 
Amanda  Peter.  They  are  all  seniors  at  Anoka  High  School.  And 
also  joining  us  today  is  Bill  Mittlefehldt,  who  is  their  teacher  at 
Anoka  High  as  well. 

As  part  of  the  social  studies  curriculum  at  Anoka,  450  students 
were  given  the  assignment  of  putting  together  a  deficit  reduction 
package.  After  breaking  into  several  groups  and  developing  several 
plans,  the  students  were  then  asked  to  put  together  a  final  consen- 
sus plan.  These  four  students  are  here  to  tell  us  about  that  plan. 

Before  they  tell  us  about  them,  Mr.  Chairman,  I  think  it  is  worth 
noting  these  students  used  the  same  Congressional  Budget  Office 
numbers  that  we  use  here  in  Congress.  And  even  though,  as  Mitch 
Geiger  said  earlier,  they  have  often  found  themselves  at  each 
other's  throats  trying  to  reach  consensus,  the  fact  is  they  did  get 
something  done  and  have  it  with  them  today. 

Mr.  Chairman,  I  think  these  young  people  set  a  great  example 
for  the  rest  of  us.  If  450  students  at  Anoka  High  School  can  argue, 
debate,  and  come  together  on  a  deficit  reduction  package,  then  I 
hope  435  Members  of  the  House  should  be  able  to  do  the  same 
thing. 

With  that  bit  of  encouragement,  Mr.  Chairman,  I  would  like  to 
introduce  and  proudly  present  the  students  from  Anoka  High 
School. 

Thank  you. 

Chairman  Sabo.  Thank  you  very  much,  and  welcome  to  the  com- 
mittee. We  look  forward  to  hearing  from  you. 

You  have  some  sense  of  what  we  go  through  in  trying  to  arrive 
at  agreement,  we  expect. 
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STATEMENTS  OF  STEVE  BOULKA,  MITCH  GEIGER,  NIKI  LARSEN. 
AND  AMANDA  PETER.  STUDENTS  FROM  ANOKA  HIGH  SCHOOL; 
ACCOMPANIED  BY  BILL  MITTLEFEHLDT,  TEACHER 

Mr.  BouLKA.  The  comments  we  are  making  today  are  from  our 
written  document,  which  I  beUeve  all  of  you  have  been  supplied 
with,  and  we  would  like  to  submit  this  into  the  official  record. 

Chairman  Sabo.  Without  objection,  it  is  so  ordered. 

Mr.  BouLKA.  We  have  come  today  to  thank  you  for  the  opportu- 
nity to  shape  this  national  outlook  on  the  Federal  deficit.  We  siner- 
ely  appreciate  that  you  are  willing  to  hear  our  views  on  what  we 
feel  should  be  done. 

We  would  also  like  to  thank  our  partners  behind  the  scenes. 
Without  their  support,  we  could  not  be  here  today.  The  Minnesota 
Council  on  Economic  Education,  Anoka  High  School,  the  Communi- 
ty Education  Department  and  the  Concord  Coalition. 

We  also  appreciate  the  funds  contributed  by  Medtronic  Founda- 
tion and  the  Anoka  County  Chamber  of  Commerce.  They  have  each 
supported  us  in  this  effort  to  influence  the  national  dialogue  on  the 
deficit.  They  believe  that  youth  should  be  heard  on  this  crucial 
issue. 

Our  classes  at  Anoka  spent  much  of  the  fall  watching  the  politi- 
cal debates  about  the  deficit.  In  our  economics  class,  we  analyzed 
the  impact  of  the  deficit  on  the  U.S.  economy.  The  more  we  under- 
stood, the  more  we  became  concerned.  This  is  the  concern  which 
we  have  come  to  share  with  you  today. 

We  feel  that  it  is  our  obligation  to  speak  out  on  the  deficit  be- 
cause it  is  our  generation  that  will  be  most  affected  by  this  prob- 
lem. We  also  know  that  there  are  not  many  voices  that  come  before 
you  to  represent  the  youth  of  America.  So  when  we  speak  today,  it 
is  not  only  for  the  seniors  at  Anoka  Senior  High  School;  it  is  for  all 
the  young  people  in  America  who  have  not  had  the  opportunities 
or  support  which  we  have  enjoyed. 

We  feel  that  we  should  make  it  clear  that  we  support  President 
Clinton  when  he  says  there  is  nothing  wrong  with  America  that 
cannot  be  cured  by  what  is  right  with  America.  The  deficit  prom- 
ises to  destroy  the  quality  of  our  personal  lives  and  communities  if 
we  do  not  address  it  directly.  We  applaud  President  Clinton  for  his 
boldness,  and  agree  it  will  take  sacrifice  from  all  if  we  hope  to  ac- 
complish our  goals. 

It  will  not  be  easy,  but  we  have  learned  enough  to  know  that  we 
can  pay  now  or  we  can  pay  later.  The  bad  news  is,  if  we  continue 
to  ignore  this  problem  our  country  will  soon  be  second  rate.  We 
will  be  the  first  generation  to  live  at  a  lower  rate  than  our  parents 
have. 

We  are  not  only  here  to  applaud  the  President  but  to  encourage 
you  to  find  more  areas  to  cut  waste.  The  reduction  of  spending  is 
the  key  to  rejuvenating  our  economy.  Your  proposals  on  spending 
reductions  could  push  the  President  even  farther  in  the  direction  of 
efficiency.  However,  we  must  act  now  and  end  the  practice  of  parti- 
san politics. 

We  speak  for  many  of  our  friends  and  neighbors  when  we  say  we 
are  tired  of  this  shortsighted  grid  lock.  We  literally  cannot  afford 
it.  The  debt  bomb  is  ticking  and  the  time  to  act  was  yesterday. 
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At  this  time,  the  pubHc  supports  President  CUnton's  plan  to  cut 
spending  and  raise  taxes,  but  as  history  shows  us,  this  will  not  be 
true  for  long.  In  the  packet  which  we  supplied  for  you,  figure  1  on 
page  7,  shows  what  is  most  likely  to  happen  if  we  do  not  act  togeth- 
er in  this  next  year.  Our  economic  strength  may  deteriorate  if  we 
do  not  take  advantage  of  this  teamwork  opportunity. 

We  must  seize  the  day  and  take  responsibility  for  this  situation. 
The  bill  has  our  name  on  it.  We  are  ready  to  pay  our  fair  share. 
But  we  do  not  want  to  be  billed  for  the  price  of  continued  igno- 
rance. 

Our  recommendations  are  made  in  four  categories.  If  you  act  on 
our  proposals,  we  are  convinced  that  waste  can  be  reduced  in  the 
huge  Federal  budget  and  that  investments  can  be  made  in  the 
future. 

To  reduce  the  deficit  we  must  create  long-term  paybacks  for  our 
citizens.  To  do  this  we  must,  one,  cut  spending  on  programs;  two, 
increase  long-term  spending  on  investments;  three,  increase  taxes 
where  necessary;  and  four,  cut  taxes  where  possible. 

We  must  act  together  now  and  accept  our  responsibilities  in  each 
of  these  areas.  Then  we  can  look  into  the  future  with  hope  for  our 
personal  and  community  lives  just  as  our  parents  did — when  they 
were  our  age.  We  can  look  to  the  21st  century  with  hope,  and  so 
can  our  children. 

Mr.  Geiger.  I  would  just  like  to  highlight  a  few  points  for  you  as 
you  look  over  our  budget  proposal.  As  we  studied  the  budget  of  the 
Defense  Department,  we  discovered  many  programs  that  we  felt 
could  be  eliminated  or  cut  completely. 

As  we  recognize  the  fact  that  the  Cold  War  is  over,  we  must  also 
recognize  that  the  information  age  is  at  hand.  With  the  reduced 
threat  of  war,  funds  being  directed  to  the  Defense  Department  can 
be  reallocated  to  other  sections  of  the  budget  which  will  not  only 
provide  for  optimum  national  defense,  but  will  also  yield  a  much 
higher  return  on  investment  in  the  21st  century. 

Although  the  cuts  we  are  proposing  may  seem  aggressive,  we 
have  kept  the  investment  profile  for  America's  future  in  mind  and 
sincerely  believe  these  cuts  will  be  a  benefit  to  us  in  the  future. 

We  started  our  cuts  by  simply  reducing  the  number  of  personnel 
to  be  enlisted  in  the  services  in  the  future.  We  believe  this  to  be  a 
very  logical  proposal  not  only  because  it  would  cut  nearly  $26  bil- 
lion from  the  deficit  in  fiscal  year  1997  alone,  but  because  a  mili- 
tary defense  of  the  magnitude  that  ours  is  will  no  longer  be  neces- 
sary in  the  21st  century.  An  elite,  more  efficient  armed  services 
could  be  introduced,  saving  the  United  States  billions  of  dollars 
every  year. 

We  also  felt  it  necessary  to  cut  spending  in  such  areas  as  Strate- 
gic Defense  Initiative  development,  Department  of  Energy  warhead 
spending,  and  the  B-2  program.  With  a  greatly  reduced  threat  of 
nuclear  war,  it  is  necessary  to  reduce  spending  in  areas  relating  to 
it. 

The  total  of  our  defense  budget  cuts  is  $40  billion  in  fiscal  year 
1997.  The  stability  of  our  economy  in  the  future  is  the  number  one 
national  security  issue.  By  reinvesting  the  money  we  take  from  de- 
fense, we  strengthen  the  economy,  and  in  addition  provide  more 
funds  when  necessary  for  the  Defense  Department. 
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The  next  section  of  our  budget  we  would  like  to  share  with  you  is 
in  two  areas:  income  security  and  social  security.  We  would  first 
like  to  introduce  to  you  a  new  program  v/hich  we  believe  you  will 
find  very  interesting.  We  believe  that  the  welfare  system,  although 
necessary  in  many  American  communities,  is  being  abused.  Al- 
though Americans  are  unable  to  work,  some  Americans  are  simply 
unwilling.  This  will  happen  no  more. 

Our  plan  is  to  limit  the  period  of  time  over  which  welfare  recipi- 
ents receive  public  support  and  to  educate  these  recipients  as  well. 
The  large  portion  of  the  money  which  we  allocated  to  education  is 
to  be  used  in  this  program. 

Welfare  recipients  who  are  receiving  public  support  will  be  re- 
quired to  receive  training  designed  to  educate  them  and  make 
them  an  asset  to  America  in  the  future.  By  investing  in  these 
people  now,  it  will  yield  an  incredibly  high  return  on  our  invest- 
ment in  the  future. 

We  would  also  like  the  funds  allocated  for  food  stamps  to  be 
tightened  up,  assuring  proper  use  by  their  recipients. 

We  have  also  found  that  the  cuts  in  Federal  employees  being  pro- 
posed, a  smaller  amount  of  money  will  be  necessary  to  provide  pen- 
sions for  the  Federal  employees. 

In  the  area  of  social  security,  we  have  found  two  ways  to  execute 
money.  The  first  is  to  freeze  the  cost-of-living  adjustments  for  a 
short  time.  The  people  on  social  security  can  no  longer  afford  the 
luxury  of  COLAs. 

A  second  way  to  cut  in  this  area  is  to  limit  social  security  to 
people  at  or  under  a  certain  pension  income  level.  People  with  high 
income  pensions  don't  need  the  government's  money  as  well. 

Although  we  have  proposed  many  cuts  in  the  budget,  we  have 
also  proposed  some  increases.  Areas  such  as  science,  space,  and 
technology  are  to  be  invested  in  as  the  historic  shift  in  our  produc- 
tion possibilities  takes  place.  It  is  not  only  necessary  to  retool  the 
factories,  but  the  workers  themselves. 

By  reeducating  these  workers  and  providing  more  money  to  sci- 
ence and  technology  research,  we  can  hope  to  lessen  the  impact  of 
unemployment  due  to  previous  cuts.  Increased  funds  in  transporta- 
tion make  it  possible  to  achieve  greater  efficiency  of  mass  transit 
and  make  it  more  accessible  to  the  public. 

Our  investment  in  programs  now  are  made  in  anticipation  of  a 
high  return  in  investment  in  the  future.  But  the  future  is  the  key. 
We  must  look  past  the  hard  times  and  the  hurt  that  may  occur  for 
a  short  time  and  look  towards  the  future  and  a  better  day  when 
our  children  won't  be  paying  for  debt  our  grandparents  created.  In 
return  for  the  pain,  we  will  experience  long  term  gain. 

Ms.  Larsen.  Tax  increases  are  necessary  to  reduce  the  deficit 
and  increase  investment.  Our  added  revenues  are  consistent  with 
our  belief  that  the  driving  force  of  the  United  States  economic 
engine  is  business.  We  would  rather  tax  those  individuals  with  the 
largest  disposable  incomes  than  raise  the  rate  at  which  our  busi- 
nesses and  corporations  are  taxed. 

We  recognize  that  internal  funds  in  business  create  opportunities 
to  expand  production,  create  new  products  for  research  and  devel- 
opment, develop  new  markets  and  create  new  jobs.  These  factors 
are  all  critical  to  our  future. 
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We  would  rather  tax  our  most  successful  citizens  at  a  higher  rate 
than  further  shrink  internal  funds  available  for  expansion,  and  in- 
crease competitiveness  of  profitable  business.  Therefore,  we  raise 
individual  income  taxes  on  those  in  the  31  percent  tax  bracket  to 
33  percent.  This  generated  $31  billion  in  revenue. 

However,  we  only  generated  $6  billion  on  corporate  income 
taxes.  We  did  this  by  creating  a  surcharge  on  incomes  more  than 
$1  million  and  taxing  corporations  on  food  and  entertainment. 

The  constructive  investment  of  these  proposals  is  our  best  bet  to 
reduce  the  unemployment  level  of  over  7  percent.  Our  tax  policy  is 
a  strategy  for  long-term  growth.  Reinvested  profits  will  shrink  the 
rolls  of  unemployment  and  help  them  contribute  to  the  reduction 
of  the  deficit. 

We  have  also  implemented  some  excise  taxes.  The  United  States 
currently  imports  approximately  50  percent  of  our  oil.  This  aggra- 
vates our  balance  of  trade  and  accelerates  environmental  deteriora- 
tion. Therefore,  we  plan  to  generate  $11  billion  in  a  gas  tax. 

Our  plan  also  involves  an  alcohol  tax,  tobacco  tax,  a  non-retire- 
ment fringe  benefits  tax.  Tax  cuts  offer  market  incentives.  Tax  in- 
centives will  provide  lower  rates  to  corporate  income  taxation  for 
businesses  which  demonstrate  measurable  improvement  in  catego- 
ries of  business  behavior. 

The  first  is  a  corporate  income  tax  break  on  demonstrated  reduc- 
tions in  water  and  air  pollutants  by  ton.  This  helps  companies  to 
work  with  nature  rather  than  against  it.  This  program  allows  envi- 
ronmental education  and  is  where  most  of  our  increased  spending 
in  natural  resources  went. 

Secondly,  tax  incentives  will  be  provided  for  businesses  which  in- 
crease the  level  of  employment  by  2  to  5  percent  and  6  to  9  per- 
cent. The  more  employees  added  to  the  payroll,  the  less  corporate 
income  tax  the  business  will  pay.  This  will  not  only  accelerate  the 
reduction  of  unemployment,  but  would  also  increase  the  revenue 
paid  as  income  taxes. 

Thirdly,  the  incentives  should  be  applied  to  accelerate  the  imple- 
mentation of  quality  training  programs  for  both  large  and  small 
businesses.  These  awards  would  add  to  our  competitiveness  by  fo- 
cusing on  the  need  for  a  shared  vision  at  work  and  a  sense  of  team- 
work. 

Vision  and  team  work  will  be  the  backbone  of  our  competitive- 
ness in  the  21st  century. 

Ms.  Peter.  In  the  realm  of  budget  planning,  few  things  are  cer- 
tain. But  we  would  like  to  highlight  a  few  points  which  we  feel  are 
crucial  to  our  argument.  These  are  the  basic  assumptions  in  our 
Youth  Perspective. 

There  is  a  real  threat  that  the  continued  lack  of  action  and  grid 
lock  in  Congress  may  cost  us  our  future.  We  cannot  afford  to  put 
off  the  pain  of  deficit  reduction.  Like  you,  we  do  not  always  agree 
on  everything.  However,  we  have  worked  around  that  and  provided 
a  solid  budget  proposal  to  prove  to  you  that  it  can  be  done. 

The  net  interest  on  the  debt  is  growing  too  fast  to  have  any  fur- 
ther delays.  If  there  is  to  be  an  optimal  time  for  cooperation  and 
teamwork  while  confronting  this  growing  problem,  it  must  be  now. 
We  must  seize  this  opportunity  to  pull  together,  or  surely  the  defi- 
cit will  tear  us  apart. 
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Nonpartisan  teamwork  can  make  the  next  4  years  work.  The 
President  will  never  have  this  much  support  for  leading  us  in  sacri- 
fice again.  The  public  will  is  there  to  support  bold  action. 

The  responsibility  for  action  falls  often  you.  It  is  you  who  speak 
for  the  people  and  it  is  you  who  must  put  words  and  numbers  into 
that  public  will.  We  want  to  you  know  that  what  you  do  in  office 
affects  everyone,  even  four  teen-agers  from  Minnesota.  Both  young 
and  old  citizens  in  our  country  are  tired  of  grid  lock  and  rhetoric. 
We  want  action  now. 

We  elected  you  and  this  administration  with  the  hopes  of  turning 
this  country  around.  Realize  that  the  trust  and  hope  of  the  Ameri- 
can people  has  been  put  into  your  hands. 

We  have  come  today  to  share  with  you  the  youth  perspective.  We 
care  as  much,  if  not  more  than  you  about  the  Federal  deficit.  In 
pulling  together  the  funds  to  come  here,  we  have  spent  some  of  our 
college  savings.  We  think  that  this  is  a  small  price  to  pay  for  young 
Americans  to  regain  a  hopeful  future. 

We  are  your  future.  What  we  don't  fix  today  we  will  have  to  deal 
with  tomorrow.  And  the  problem  will  have  only  gotten  worse.  We 
want  to  start  to  fix  the  deficit  now  so  that  our  children  and  grand- 
children can  work  towards  their  future  instead  of  cleaning  up  our 
past.  We  are  willing  to  sacrifice  to  save  our  future.  We  are  commit- 
ted to  deficit  reduction. 

The  time  to  act  is  now.  We  created  the  problem,  and  we  can 
create  the  solution  together. 

[The  prepared  statement  of  the  Youth  Perspective  follows:] 
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Mr.  Chairman  Sabo  and  Honorable  Members  of  Congress,  we  have  come 
today   from  Anoka,  Minnesota  to  thank   you   for  the  opportunity   to  shape   this 
national   dialogue  on  the  federal  deficit.      We   sincerely   appreciate  that  you  are 
willing  to  hear  our  views  on  what  should  be  done. 

We   also  want  to   thank  our  partners   behind   the  scenes,   without  whose 
support  we  could  not  have  come  here  today.     The  Minnesota  Council  on 
Economic  Education,  Anoka  High  School,  the  Community  Education  Department 
and  the  Concord  Coalition.     We  also  appreicate  the  funds  contributed  by  the 
Medtronic   Foundation  and  the  Anoka  County  Chamber  of  Commerce.     They 
have  each   supported   us  in  this  effort  to  influence  the  national   dialogue  on   the 
deficit.     They  believe  that  youth   should   be  heard  on  this  crucial  issue. 

Our  classes  at  Anoka  spent  much  of  the  Fall  watching  the  political  debates 
about  the  deficit.     In  our  economics  classes,  we  analyzed  the  impact  of  the 
deficit  on  the  US  economy.     And  the  more  we  understood,  the  more  we  became 
concerned.     This  is  the  concern  which  we  have  come  to  share  with  you  today. 

We  feel  it  is  our  obligation  to  speak  out  on  the  deficit  because  it  is  our 
generation  which  will  feel  its  effects  most  intensely.     We  also  imagine  that 
there  are  not  many   voices  which  come   before  you  to  respresent  the   Youth 
Perspective  on  the  federal  budget.     So  when  we  speak  today,  it  is  for  not  only 
the  seniors  at  Anoka  High,  the  largest  high  school  in  the  state,     it  is  for  all  those 
informed  and  active  young  people   who  have  not  had  the  opportunities  or  the 
support   which   we   have   enjoyed. 

We   should  make  it  clear  at  the  outset  that  we  support  President  Clinton, 
when  he  says,  "There  is  nothing  wrong  with  America  which  cannot  be  cured   by 
what  is  right  with  America!"  This  is  a  key  element  in  our  message  today.       The 
deficit   promises  to  destroy   the  quality   of  our  personal  lives   and  our 
communities,  if  we  do  not  address  it  directly.     We  applaud  the  President  for  his 
boldness.     We  agree  with  him  that  it  will  take  sacrifice  from  all,  if  we  are  to  cut 
spending  and  increase  taxes.     It  will  not  be  easy.     But  we  have  learned  enough 
to  know  that  "WE  CAN  PAY  NOW.. ..OR  WE  CAN  PAY  LATER!"    The  bad  news  is 
that  if  we  continue  to  ignore  the  historic  shift  in  our  production  possibilities 
and  the  growing  challenge  from  global  competition,  we  will  soon  live  in  a 
nation  which  is  second  rate.     We  may  be  the  first  generation  of  Americans  to 
live  at  a  lower  standard  of  living  than  our  parents  did.     And  our  children  could 
see   things   deteriorate   further  as   the   net   interest  paid   on   the   growing   debt 
crushes    their   family's   budget   in    the   21st   Century. 

We   are  here   not  only  to  applaud  the  boldness  of  the   President  but  to 
encourage  you  to  find  more     waste  which  could  yeild  more  spending  cuts.     The 
reduction   of  spending   is  essential   to  rejuvenating   the  economy.      Your  proposals 
for  spending  reductions  can  push   the   President  even   farther  in   the  direction   of 
efficiency. 

However,  we  must  act  together  and  we  must  act  soon,  if  the  problem  is  to 
be  effectively  managed.     To  continue  to  dally  on  partisan  politics  only  risks 
more  gridlock.     And   we  speak  for  many  of  our  friends  and  neighbors  when  we 
say  we  are  tired  of  this  short-sighted  gridlock!     We  literally  cannot  afford  it. 
The  debt  bomb  is  ticking  and  the  time  to  act  was  yesterday! 

We   understand   a   bit  of  American   history   and   feel   that  public   currently 
supports   the  President's  efforts  to  cut  spending  and  increase   taxes.      But  we 
know  that  this  will  not  last  long.     Figure  I.  indicates  what  is  likely  to  happen  if 
we  fail  to  act  together  this  year.     The  momentum  for  constructive  action   will 
disappear.     The  public  will  loose  its  will  for  bold  action.     Our  economic  strength 
may  deteriorate   if  we  do  not  take   advantage   of  this   teamwork   opportunity. 

We  must  Seize  the  Day  and   accept  our  responsibility  for  this  situation. 
The  bill  has  our  name  on  it.     We  are  ready  to  pay  our  share.     But  we  do  not 
want  to  be  billed  for  the  price     of  continued  ignorance. 
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Our  recommendations  are  made  in  four  categories.     If  you  act  on  our 
proposals,   we  are  convinced   that  waste  can  be  reduced   in   the  huge   federal 
budget  and  that  investments  can   be  made  in  the  future.     In  an  effort  to  reduce 
the  deficit  and  to  create  long  term  paybacks  for  our  citizens,  we  must  bite  the 
deficit  bullet.     To  achieve  this  we  must  : 

1.  Cut  Spending  on  Programs. 

2.  Increase  Spending  on  long  term  investments. 

3.  Increase  Taxes   where   necessary. 

4.  Cut  Taxes  where  possible. 

By  acting  together  now,  we  can  avoid  the  financial   waste  associated  with 
gridlock.     We  must  accept  our  responsiblity  in  each  of  these  areas.     Then  we 
can  look  to     the  future  with  hope  for  our  personal  and  community  lives  just  as 
our  parents  did  --  when  they  were  our  age.  We  can  look  to  the  21st  Century 
with  hope.     And  so  can  our  children. 

The  data  for  our  proposals  is  taken  from  the  Congressional  Budget  Office, 
Budget  of  the  US  Government.  Fiscal  1993  The  following  recommendations  are 
in  billions  of  dollars  changed  from  the  Fiscal  Year  1997  Budget  Baseline. 

Spending    Cuts    from    Budget    Baseline    1997 


Defense 

-40 

International     Affairs 

-4 

Energy 

-2 

Agriculture 

-4 

Health-Medicare 

-9 

Income      Security 

-7 

Social     Security 

-15 

Veterans      Benefits 

-2 

General     Government 

-2 

total    cuts 

$-85     billions 

These   cuts  are  signficant  and  serve  two  purposes.     They  will  cause 
economic  and  political  pain  as  they  recognize  a  number  of  the  recent  changes  in 
our  economy.     We  recognize  that  the  Cold  War  is  over  and  the  Information  Age 
is  at  hand.     These  bold  cuts  also  enable  us  to  set  up  new  programs  which 
promise  a  long  term  return  on  public  investment.     The  pain  of  these  cuts 
creates   new   production   possibilties   for  economy   and   will   stimulate   our  ability 
to   compete.  The  heart  of  the  matter  is  that  we  must  make  such  cuts  if  we 

are  to  address  the  deficit  and  increase  the  amount  of  captial  available  to 
stimulate  private   investment.     By  reducing  the  budget  demand  for  scarce 
capital,  we   will   leave  more  money   available  for  business  expansion  and 
research   and  development.     This   is  the  first 

step  on   the   path   our  of  our  predicament.      The  $-85   billion  dollars  represented 
by  this  pain   may   create  more   than  $85   billion  dollars   in  productivity  and 
economic  gain. 

Spending    Increases    will    Stimulate    long-term    Payback. 

Science,    Space    and    Technology  +4 

Natural    Resources     &     Environment    +5 
Transportation  +4 

Education,   Training,    Soc.    Services         +2g.  

total   increases        $+33 
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These   proposed   spending   increases   taken  as  a   whole  outline   what  we   feel 
is  the  core  of  a  long-term  investment  strategy.     The  funds  for  this  new 
spending   package   come   from   the   aggressive   spending  cuts   in   the   preceding 
section.     Each   of  these   spending  proposals  contributes  to  our  national   ability   to 
compete  with  a  leaner  and  more  efficient  economy  which   is  based   on 
brainpower  as   it  is   applied  in  Space,  Technology,  Environment,   Mass  Transit 
and  Education.     The  future  belongs  to  the  educated.     Today's  brainpower  will 
create  the  products  and  services  which  will  be  sold  worldwide. 
We  must  work  smarter  in  the  21st  Century,  if  we  hope  to  compete. 

A   significant  portion  of  our  education   spending  is  to  retrain  and   retool 
those  human   resources   who  were   dislocated   by  our  spending  cuts.      The   historic 
shift  in  production  possibilities  means  we  must  retool  the  workforce,   too.      Not 
just  the  machines.      We  need  to  train   students   and   workers  for  greater 
teamwork  and   quality.      These   are   the  keys   to  expanding   our  marketshare   in 
the  next  century.     This  is  the  gain  which  our  sacrifice  and  pain  makes  possible. 

Tax    Increases    are    Necessary    to    Reduce    Deficit    and    Increase 
Investment 


Individual     Income 

Tax 

$+34 

Corporate    Income 

Tax 

+6 

Social     Insurance 

+7 

Excise    Taxes 

+24 

$  +  71 

These  added  revenues  are  consistent  with  our  belief  that  the  driving 
force  of  the  US  economic  engine  is  business.     We  would  rather  tax  those 
individuals  with  the  largest  disposable  incomes  than  to  raise  the  rate  at  which 
our  corporations  and  businesses  are  taxed.     We  recognize  that  the  internal 
funds   of  business   create   opportunities   to   expand   production,   to  create   new 
products  from  R&D,  to  develop  new  markets  and  create  new  jobs.     Each  of  these 
is  critical  to  our  future.     We  would  rather  tax  our  most  successful  citizens  at  a 
higher  rate   than   to   further  shrink   the   internal   funds      available   for  expansion 
and  increasing     the  competitiveness  of  our  profitable  businesses.     The 
constructive  investment  of  these  profits  is  our  best  bet  for  reducing  the 
unemployment   level   which  is  currently   above  7%.     In  this  manner,  our  tax 
policy  is  a  strategy  for  long  term  growth.     Reinvested  profits  will  shrink  the 
rolls  of  unemployed  and  help  them  contribute  to  the  reduction  of  the  deficit. 

Our  excise  tax  on  gasoline  is  a  bipartisan  effort  to  recognize  that  we  find 
ourselves  again,  over     a  barrel.  The  US  currently  imports  approximately  50%  of 
our  oil  which  aggravates  our  balance  of  trade 

problem,    accelerates    environmental    deterioration    and    encourages    wasteful 
patterns   of  economic   development.     This  excise   tax   will   stimulate   greater 
efficiency   and   conservation,   while   promoting   the   exploration   of  cleaner  energy 
resources. 

Tax    Cuts    Offer   Market   Incentives   for    Decision-Makers 

Tax    Incentives    for    Reduction    of    Pollutants 

Tax    Incentives    for    Increased    Employment    Levels 

Tax     Incentives    for     Implementing     Quality    Training 
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These    market-oriented    incentives    will   provide    lower   rates   of   corporate 
income    taxation    for   those    businesses   which   can    demonstrate    mearsureable 
improvement  in  any  or  all  categories  of  business  behavior.     The  first  set  of 
incentives   would   accompany   the   reduction   of  emissions   into  the   atmosphere   of 
exhaust  gases  on  the  EPA's  list  of  harmful  exhausts.   Incentives  would   also 
apply   to   demonstrated   reductions   in   water   pollutants   released   from   the 
worksite.      And   incentives   would  exist  for  those   businesses   which   reduced   the 
stream  of  waste  running   through   their  operations.      Clearly,  these   types   of 
financial   incentives   will   help   business   teams   learn   to   work   with   Nature   rather 
than   against   it. 

Tax   incentives  would   also  be   provided  for  those   businesses   which 
increased  their  level  of  employment  by  2-5%  and  6-9%.     The  more  employees 
they  added  to  their  payroll,  the  less  corporate  income  tax  they  would  pay.     This 
market-oriented    incentive    would    accelerate    the    reduction    of   unemployment 
and  increase  revenues  paid  as  income  taxes. 

Incentives   should   also  be   applied   to  accelerate   the  implementation   of  a 
quality  training  program  for  both  large  and  small  businesses.     Firms  which  are 
implementing    a   certified   continuous   quality    improvement   model   of   teamwork 
and  planning   would   receive  a  reduction   in  the  rate   of  their  corporate   income 
tax.       These  rewards  would  add  to  our  competitiveness  by  focusing  on  the  need 
for  a  shared  vision  at  work  and  a  sense  of  teamwork.     Vision  and  teamwork 
will  be  the  backbone  of  our  competitiveness  in   the  21st  century. 


Conclusion 

In  the  realm  of  budget  planning,  few  things  are  certain.  But  we  would 
like  to  highlight  a  few  points  which  we  feel  are  crucial  to  our  argument.  The 
are  the  basic  assumptions  in  our  Youth  Perspective: 

1.  First    there    is    a    real  threat    that    the    continued    lack    of   action 
and    gridlock    in    Congress    may  cost    us    the    future.       We    cannot    afford 
to    put    off    the    pain    of   deficit  reduction.    The    net    interest    on    the.  debt 
is    growing    too    fast! 

2.  Second    if   there    is    to    be    an    optimal    time    for   cooperation    and 
teamwork     while     confronting     this     growing 

problem    it    must    be    now.       We    must    seize    this    opportunity 

to    pull    together,    or    surely    the    deficit    will    pull    us    apart. 

The    President    will    never    have    this    much    support    for    leading    us    in 

sacrifice    again.       The    public    will    is    there    to    support    bold    action. 

3.  Finally    the    responsibility    for    action    falls    on    you.       It    is    you 
who    speak    for    the    people.      And    it    is    you    who    must    put    words    and 
numbers    to    that    public    will.       Both    young    and    old    citizens    in    our 
country    are    tired    of   gridlock    and    rhetoric.       We    want    action    now. 

We    have    come    here    today    to    share    with    you    the    Youth 
Perspective.       We    care    as    much,    if   not    more,    than    you    about    the 
federal    deficit.    In    pulling    together    the    funds    to    come    here    we    have 
spent    some    of   our    college    savings.       We    think    that    is    a    small    price    to 
pay    if    young    Americans    can    regain    a    hopeful    future. 

We    are    committed    to    deficit    reduction    and    hope    you'll    agree: 
"If   not    us    then    who?      and    If   not    now    when?"      America   cannot    afford 
to    wait   on    the    issue   of  deficit    reduction!      The    time    to   act   is    now.      We 
created    the    problem    and    we    can    create    the    solution!       There    will    be 
no   gain    without   some    pain.      Just   do    it! 
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Appendix  1 

Spending  Cuts  to  Reduce  Deficit 
Proposed  Reductions  in  Baseline  1997  from  CBO 
Projections  in  Billions  of  dollars. 

Defense  Cuts: 

Reduce  Mil.Pers.  26. 

Cancel  B-2  Program  ,  4. 

Reduce  Warhead  Spending  3. 

Stop  D- 5  Missies  1. 

Limit  SDI  development  4. 

Cancel  F-22  2. 


-$40.0 


Foreign  Aid: 


Reduce  Security  Assist.  2.0 

Various  Foreign  Aid  2.0 

-$4.0 

Energy: 

Rural  Electrification  2.0 

Superconducting  SupCollld.         _2^ 

-$4.0 

Agriculture: 

Reduce    Def.    Payments    USD  A       -$4.0 

Health    and    Medicare: 

Limited  access  by  age  and  -$9.0 

income    group 

Income     Security: 

Trimming    Welfare 

and    Food    Stamps 

Reduce    Fed    employees  -$7.0 
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Social     Security: 

Freeze   COLAs 

Limit  Soc.  Sec.  -$15,0 

Veterans: 

Shut    VA    Hospitals 

or  Wings   of  Hospitals  -$2.0 

General   Govt: 

Greater    Efficiency  -$2.0 

Appendix  II 
Increased    Spending    for    Long-Term    Payback 

Science,    Space,    Technology: 

Production    Possibilities    Shift 

Improved     Sci/Tech     Research  $4.0 

Natural     Resources 
Environment: 

Greater    EPA    Monitoring 
Business      Programs:cons/recy 
Education    Programs    for    Future  $5.0 

Tranportation: 

Increase    Mass    Transit 

Increased    Access    to    Transit  $4.0 

Education: 

Head    Start 

Innovate    in    InnerCity 

Re-train    Displaced    Defense 

Invest    in    Quality    School    Prog.  $20 
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Appendix     III 
Increase     Taxes    Where    Necessary 
Individual    Income    Tax: 

Raise  31%   bracket  to   33%  $31 

Corporate   Income    Tax: 

Surcharge    incomes    above    $lm 

Corp.    Deductions    for    Food/Enter.       $6.0 

Social     Insurance: 

Tax  Soc.  Sec.  and  Rail  Ret. 

Increase    fraction    of    benefits 

up  to  85%  of  Adj. 

Gross    Income  $7.0 

Excise    Taxes: 

Gas  Tax  $11.0 

Alcohol     (16/proof    gal)  $5.0 

Tobacco     (48/pack)  $3.0 

Non-Ret.     FringeBeneifits  $5.0 
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Figure   III: 

Total  Deficit  Reduction 
in  CBO  Budget  Baseline 
Year,   1997: 


$123.    Billion 
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Figure  II.    Growth  in  Net  Interest  as  Percent  of  Budget 
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Congressional  Budget  Office  Proiections,  1993 
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Chairman  Sabo.  Thank  you  very  much  for  some  very  excellent 
and  thoughtful  testimony  and  also  a  challenge.  Let  me  assure  you 
that  the  Congress  will  be  responding.  We  expect  to  pass  a  budget 
resolution  from  this  committee  next  Wednesday  and  hopefully  on 
the  House  Floor  a  week  from  Wednesday. 

I  am  curious  about  what  process  you  used,  because  I  find  your 
testimony  to  be  excellent.  I  know  you  have  gone  through  lots  of  dis- 
cussion to  get  to  your  conclusion.  How  many  students  were  in- 
volved and  how  much  time  have  you  spent  at  it?  What  process  did 
you  use? 

Ms.  Peter.  To  start,  in  our  classes,  there  are  400  students  overall 
that  did  the  economic  unit  of  balancing  the  budget.  Then  we  split, 
and  the  four  of  us  were  chosen  from  trials  to  do  this.  We  used  the 
figures  that  we  got  from  the  Federal  deficit  book.  And  we  had  the 
numbers  that  were  allocated,  the  amount  that  was  allocated  for 
each  program  per  year,  and  we  used  the  Federal  deficit  book  to 
look  at  individual  programs  to  see  which  ones  we  felt  were  unnec- 
essary to  cut. 

Chairman  Sabo.  So  the  document  we  have  today  is  the  result  of 
the  four  of  you  negotiating? 

Ms.  Peter.  Yes,  that  is  true. 

Chairman  Sabo.  How  long  did  it  take  you? 

Ms.  Peter.  We  found  out  we  were  coming  here  on  Monday,  so  we 
have  been  working  steadily  since  then.  We  were  in  different  groups 
last  semester,  so  we  each  had  our  own  ideas.  This  past  week  we 
have  been  working  hard  with  the  book  and  together  to  come  up 
with  this,  and  we  all  stand  behind  this. 

Chairman  Sabo.  Are  you  all  a  little  tired? 

Ms.  Peter.  I  don't  have  time  to  be  tired. 

Chairman  Sabo.  I  think  that  is  just  fascinating.  And  particularly 
I  commend  the  teacher  for  putting  this  type  of  process  in  place. 
Frankly,  one  of  the  things  that  concerns  me  in  this  country  is  the 
lack  of  understanding  of  government  and  the  public  process  on  the 
part  of  so  many  people  who  come  out  of  school. 

The  teaching  of  social  studies  is  sometimes  routine  and  boring 
when  in  fact  public  policy  is  a  fascinating,  exciting,  and  dynamic 
process.  I  think  in  many  ways  one  of  the  things  we  have  lost  in  this 
country  is,  in  a  sense,  the  responsibility  that  goes  with  a  democra- 
cy, to  be  involved  intellectually  and  emotionally  in  what  is  happen- 
ing in  the  public  sector.  In  the  last  several  elections  we  have  seen 
an  incredible  dropoff  in  voting. 

My  own  judgment  is  that  sometimes  we  try  to  make  the  case  for 
voting  on  the  basis  of  its  impact  on  individuals,  and  that  is  true. 
But  I  think  it  goes  beyond  that.  I  think  there  is  a  core  responsibil- 
ity in  a  democracy  for  the  people  to  vote  whether  something  has  a 
dramatic  impact  on  them  personally  or  not. 

To  have  this  kind  creative  teaching  going  on  I  think  is  just  won- 
derful. We  hear  so  many  critics  of  education  today,  and  I  think  the 
type  of  class  and  the  type  of  exercise  you  have  gone  through  is  an 
answer  to  some  of  those  critics.  We  simply  need  more  of  that. 

So  I  commend  your  teacher  and  your  class  and  you  for  all  the 
time  and  effort  you  have  taken.  I  have  got  some  very  good  recom- 
mendations here. 

Bill,  any  questions? 
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Mr.  Orton.  Yes,  I  would  also  like  to  commend  your  school,  your 
teachers  and  you  for  going  through  this  process.  This  is,  as  the 
Chairman  pointed  out,  what  democracy  is  all  about,  debating 
public  policy,  learning  about  the  issues  that  are  involved  in  trying 
to  determine  upon  whom  do  we  impose  a  higher  tax,  and  where  do 
we  get  more  money  to  spend  if  we  are  going  to  spend  it.  Where  do 
you  cut  programs,  which  programs  can  we  afford  to  change,  and 
which  are  outdated?  It  is  difficult  to  balance  scarce  resources,  we 
only  have  so  much.  Where  do  we  devote  those  scarce  resources  for 
the  greater  public  good? 

That  is  the  process  we  go  through  here.  I  would  like  to  know  if 
any  of  you  had  a  personal  experience  where  through  this  process 
you  understood  or  realized  a  different  point  of  view  due  to  compet- 
ing public  interests  and  policy  considerations? 

Did  any  of  you  broaden  your  horizons  a  little  or  learn  something 
you  didn't  know  before? 

Mr.  Geiger.  I  think  all  of  us  learned  how  much  waste  there  is  in 
the  government  right  now,  in  just  programs  that  aren't  necessary. 
We  got  started  on  this  and  we  didn't  know  where  to  stop  cutting. 
People  would  have  laughed  if  we  had  said  we  are  going  to  cut  $300 
billion  in  1  year,  but  we  were  just  about  ready  to.  It  was  incredible. 

I  think  a  lot  of  Americans  are  in  the  dark  about  some  of  the 
waste  and  spending  in  government.  I  think  a  lot  of  people  need  to 
be  educated.  It  would  be  nice  if  somehow  we  could  reach  out  to  all 
Americans  and  say,  this  is  what  is  going  on  in  your  government, 
you  need  to  get  involved  because  you  do  have  a  say  in  what  hap- 
pens. And  that  is  why  we  are  here  today,  because  we  do  have  a  say, 
and  we  really  appreciate  the  opportunity  to  come  here  and  we 
want  to  thank  you  for  the  time. 

Mr.  Orton.  Of  course  each  of  those  areas  where  you  would  cut, 
someone  else  is  relying  on  that  benefit.  They  rely  on  the  crop  subsi- 
dy, the  dairy  payment,  or  the  income  generated  from  employees 
working  on  a  Naval  base.  Each  of  these  changes  and  cuts  that  we 
would  make  also  have  very  serious  impact  on  the  lives  of  other  in- 
dividuals throughout  our  economy. 

But  again,  I  just  commend  you  and  I  would  suggest  to  the  Mem- 
bers of  Congress  from  Minnesota,  you  better  watch  out  in  a  few 
years,  you  may  have  some  fairly  stiff  competition  out  here.  Thank 
you  for  coming. 

Chairman  Sabo.  Lucien? 

Mr.  Blackwell.  Thank  you,  Mr.  Chairman.  I  join  you  in  com- 
mending this  class.  The  young  people  here  today  have  really  given 
us  pretty  compelling  testimony.  I  am  a  new  Member  of  Congress, 
new  from  your  neighbor  to  the  west.  North  Dakota.  And  it  has 
been  my  first  time  as  a  Member  going  through  the  process  of  eval- 
uating what  goes  into  the  Federal  budget. 

I  see  that  you  have  put  down  basically  four  approaches  you 
would  suggest:  Cut  spending  on  programs,  increase  spending  on 
long-term  investments,  increase  taxes  where  necessary,  cut  taxes 
where  possible. 

I  think  that  you  will  be  pleased  to  know,  we  agree  with  you 
wholeheartedly.  And  I  think  that  these  have  been  the  thoughts  and 
considerations  on  our  minds  as  we  have  begun  discussions,  with 
one  another,  in  terms  of  how  we  are  going  to  get  this  done. 
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I  believe  that  the  House  Budget  Committee  has  not  been  as  seri- 
ous about  cutting  into  Federal  waste  in  years  and  years.  The  other 
thing,  though,  that  you  will  learn  when  you  go  through  this  proc- 
ess as  a  Member  is  how  difficult  the  choices  are.  They  are  terribly 
difficult  choices. 

One  Member  will  care  very  vitally  about  the  defense  of  this 
Nation  and  will  not  want  us  to  move  recklessly  in  cutting  that 
budget  back.  The  other  will  understand  the  critical  importance  to 
education  in  the  future.  We  know  the  education  system  needs  to  be 
improved. 

Someone  like  me  might  care  a  lot  about  the  plight  of  family 
farmers,  who  are  struggling  to  hold  on  to  land  that  has  been  in 
their  family  for  generations,  not  just  a  livelihood  but  a  way  of  life. 
It  would  be  very  painful  to  contemplate  drastic  cuts  in  agriculture. 

So  as  you  get  this  mix  of  views  and  beliefs  and  all  areas  of  the 
country  participating,  it  is  a  fascinating  dynamic.  I  can  tell  you 
have  seen  a  bit  of  it  from  the  process  that  you  have  gone  through. 

One  thing  that  you  raise,  and  I  am  absolutely  committed  to  it,  I 
don't  want  to  be  part  of  the  first  generation  in  this  country's  histo- 
ry to  leave  this  place  worse  off  for  you  all  than  we  ourselves  got  it. 
That  is  a  daunting  challenge  as  we  try  to  straighten  things  out. 

Thank  you  very  much  for  the  information. 

Chairman  Sabo.  Thank  you  for  your  testimony.  Keep  up  your  in- 
terest in  public  affairs.  I  am  sure  you  will.  Have  a  nice  day  in 
Washington  for  the  next  day  as  you  stay  and  visit.  I  wish  we  had 
nicer  weather  for  you.  It  is  sort  of  raining  and  a  little  chilly. 

What  was  it  like  in  Minnesota  when  you  left? 

Ms.  Peter.  Snow. 

Chairman  Sabo.  I  have  to  tell  you,  a  couple  of  weeks  ago,  I  had  a 
good  friend  from  Minnesota  in  my  office,  and  she  asked  me,  do  you 
ever  get  winter  here?  It  was  a  cold  day  for  us  and  everybody  here 
was  going  around  huddled  up  in  all  their  coats.  But  enjoy  your  stay 
and  keep  up  your  interest.  Keep  doing  good  educating  like  this,  it 
is  great.  Thank  you. 

Mr.  Orton.  Mr.  Chairman,  I  would  ask  unanimous  consent  that 
we  order  sunshine  and  warm  weather  tomorrow. 

Chairman  Sabo.  Without  objection,  so  ordered.  I  wish  I  could  do 
that.  Thank  you  very  much. 

Larry  Gage,  National  Association  of  Public  Hospitals. 

STATEMENT  OF  LARRY  GAGE,  PRESIDENT,  NATIONAL 
ASSOCIATION  OF  PUBLIC  HOSPITALS 

Mr.  Gage.  Thank  you  very  much.  Yesterday  I  saw  someone  in 
the  Minneapolis  airport  wearing  a  button,  "minus  40  degrees — 
keeps  out  the  riffraff."  I  am  a  great  fan  of  Minnesota  and  I  can 
certainly  see  why  when  I  look  at  that  group,  as  well  as  in  some  of 
the  work  that  is  being  done  there  on  health  care  reform.  Certainly 
you  are  leading  the  Nation. 

My  name  is  Larry  Gage.  I  am  President  of  the  National  Associa- 
tion of  Public  Hospitals.  NAPH's  members  include  over  100  of 
America's  metropolitan  area  safety  net  hospitals,  including  in  Min- 
nesota the  St.  Paul  Ramsey  Medical  Center.  These  100  institutions 
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taken   together,  we  believe,   comprise  America's  most  important 
health  and  hospital  system. 

With  combined  revenues  of  over  $14  billion,  these  hospitals  pro- 
vide over  65  percent  of  their  services  to  medicaid  and  low-income 
uninsured  individuals.  In  other  words,  we  believe  these  hospitals 
already  serve  as  national  health  insurance  by  default  in  most  of 
our  Nation's  urban  areas. 

We  are  very  pleased  to  have  had  this  opportunity  to  testify 
before  the  committee  on  the  President's  fiscal  year  1994  budget  rec- 
ommendations and  on  the  needs  and  concerns  of  urban  safety  net 
hospitals  with  respect  to  national  health  reform. 

I  would  like  to  summarize  briefly  the  key  points  of  my  testimony 
today.  I  will  submit  the  prepared  statement  for  the  record.  The 
first  part  of  my  prepared  statement  discusses  what  we  consider  to 
be  the  urgent  situation  of  America's  urban  health  safety  net.  This 
safety  net,  which  has  historically  provided  the  great  majority  of 
health  and  other  services  to  the  uninsured,  is  increasingly  threat- 
ened today  by  a  combination  of  factors.  Let  me  illustrate  the  ur- 
gency of  this  situation  with  just  a  few  simple  facts.  Some  of  them 
you  have  heard  before,  and  some  of  them  involve  statistics  or  pro- 
grams that  will  be  new. 

First,  the  numbers  of  the  uninsured  have  increased  dramatically 
over  the  years.  The  number  of  completely  uninsured  Americans 
has  grown  from  34  to  37  million  since  1988  and  it  is  now  estimated 
that  as  many  as  60  million  others  have  health  insurance  that  will 
prove  inadequate  in  the  case  of  serious  illness. 

The  medicaid  program  now  covers  less  than  half  of  all  Ameri- 
cans living  below  the  poverty  level.  Physician  participation  in  med- 
icaid is  reducing  as  well. 

Safety  net  hospitals  as  a  result  are  bursting  at  the  seams.  These 
hospitals  are  providing  an  extraordinary  volume  of  inpatient  and 
outpatient  care.  Just  72  of  our  member  hospitals  across  the  Nation 
averaged  260,000  emergency  room  and  outpatient  visits  and  18,000 
admissions  each  in  1990,  or  over  10  times  the  volume  of  the  aver- 
age American  hospital. 

These  hospitals  totaled  $18.7  million  emergency  and  outpatient 
visits  in  1990.  They  had  an  82  percent  occupancy  rate,  and  many  of 
our  hospitals  are  over  100  percent  full.  This  compares  with  the  rest 
of  the  industry,  with  an  average  of  well  under  70  percent. 

These  patients  are  not  just  insured  or  even  medicare  patients,  be- 
cause our  hospitals  are  both  the  hospital  and  the  family  doctor  for 
the  uninsured.  I  have  brought  three  charts  which  I  hope  you  can 
see.  They  are  also  attached  to  my  testimony.  The  first  one  simply 
indicates  that  percent  of  discharges  by  payer  source  for  NAPH 
Member  hospitals,  40  percent  of  our  discharges  were  medicaid  pa- 
tients and  one-third,  or  33  percent,  were  self-pay  in  1990.  That  is  a 
euphemism  for  no  pay  or  uninsured  patients. 

In  terms  of  emergency  room  and  outpatient  visits,  48  percent  or 
nearly  half  of  all  of  our  outpatient  and  emergency  room  visits  were 
also  uninsured  in  1990.  And  finally,  our  sources  of  revenue  also  in- 
dicate this  concern.  Just  17  percent  of  the  gross  revenues  of  safety 
net  hospitals  were  derived  from  private  insurance  and  only  18  per- 
cent from  medicare  in  1990,  while  over  two-thirds  were  attributable 
to  medicaid  and  the  self-pay,  no  pay  patients. 
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This  payer  mix  is  not  likely  to  generate  fiscal  success  in  these 
urban  safety  net  hospitals.  Many  community-wide  services  they 
provide  are  in  jeopardy  as  a  result.  Those  include  trauma  centers, 
high  risk  obstetric  units,  emergency  psychiatric  centers,  emergency 
drug  abuse  treatment  centers,  burn  units,  and  neonatal  intensive 
care  units.  Often  when  these  services  are  available  in  an  area,  they 
are  overflowing,  when  State  crises  require  reductions,  not  in- 
creases. 

In  short,  the  Nation's  safety  net  hospitals  are  providing  the  care 
now  and  they  are  provide  their  services  to  more  and  sicker  people 
than  at  any  other  time  in  our  Nation's  history. 

Against  that  backdrop,  I  will  say  that  we  are  pleased  to  support 
the  President's  economic  plan.  And  we  are  going  to  offer  that  sup- 
port unequivocally,  even  though  our  Members  recognize  that  his 
plan  includes  a  number  of  health-related  spending  reductions  that 
will  affect  them  directly  or  indirectly,  as  well  as  many  tax  provi- 
sions that  will  affect  them  and  their  employees  personally. 

We  do  so  because  we  accept  the  spirit  in  which  this  proposal  has 
been  made,  a  spirit  of  healing,  change,  shared  sacrifice,  and  laying 
the  groundwork  for  broad  health  system  reforms.  Moreover,  we  be- 
lieve that  all  three  major  components  of  the  President's  plan  are 
essential  to  its  success,  including  the  proposed  economic  stimulus 
package  as  well  as  tax  increases  and  spending  reductions.  We 
would  oppose  a  package  that  focused  on  spending  reductions  alone 
without  addressing  the  other  two  areas. 

Finally,  we  strongly  support  targeting  some  portion  of  the  eco- 
nomic stimulus  package  on  rebuilding  America's  health  infrastruc- 
ture in  order  to  improve  access  to  essential  health  services  and  fa- 
cilities in  our  Nation's  inner  cities. 

In  that  regard,  we  have  identified  a  number  of  smaller  capital 
projects  that  are  ready  to  go  immediately,  and  I  have  attached  a 
list  to  my  testimony.  We  have  also  provided  this  list  to  the  White 
House,  the  Department  of  Health  and  Human  Services,  and  others. 

Mr.  Chairman,  the  remainder  of  my  prepared  testimony  provides 
a  number  of  comments  on  health  system  reform.  I  know  you  will 
be  looking  into  those  issues  in  the  future.  We  also  provide  you  with 
a  number  of  comments  on  the  need  for  additional  public  health  as- 
sistance, not  all  of  it  spending. 

There  are  some  Federal  programs  that  can  be  fully  implemented, 
without  spending  a  great  deal  more  money,  that  will  be  of  tremen- 
dous assistance  to  the  urban  health  safety  net.  We  very  much  want 
to  work  with  this  committee,  both  on  short-term  budget  reductions 
and  on  long-term  health  system  reform.  I  will  be  happy  to  answer 
any  questions  you  may  have. 

[The  prepared  statement  of  Larry  S.  Gage  follows:] 
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Statement  of  Larry  S.  Gage 
President 

National  Association  of  Public  Hospitals 


I  am  Larry  Gage,  President  of  the  National  Association  of  Public  Hospitals  (NAPH). 
NAPH's  members  include  over  100  of  America's  metropolitan  area  safety  net  hospitals.  These 
100  institutions  (taken  together)  comprise  America's  most  important  health  and  hospital  system. 
With  combined  revenues  of  over  S14  billion,  these  hospitals  provide  over  65%  of  their  services 
to  Medicaid  and  low  income  uninsured  and  underinsured  patients.  In  other  words,  these 
hospitals  already  serve  as  "national  health  insurance"  by  default  in  most  of  our  nation's  urban 
areas. 

I  am  pleased  to  have  this  opportunity  to  testify  before  the  Committee  on  the  President's 
FY  1994  budget  recommendations.  I  would  also  like  to  comment  on  the  needs  and  concerns  of 
urban  safety  net  hospitals  with  respect  to  national  health  reform. 

In  particular,  1  would  like  to  accomplish  four  things  in  my  testimony  this  morning: 

•  First,  1  would  like  to  bring  you  up  to  date  on  the  situation  today  of  America's 
urban  safety  net  hospitals,  including  the  substantial  and  increasing  volume  of  services 
they  provide  to  the  poor  and  uninsured  and  the  growing  crises  they  face  in  maintaining 
their  services,  funding  sources  and  infrastructure. 

•  Second,  I  will  comment  briefly  on  the  President's  proposed  economic  recovery 
plan  --  to  indicate  NAPH's  support  for  that  plan. 

•  Third,  I  will  set  out  a  number  of  NAPH's  recommendations  and  concerns  with 
respect  to  national  health  reform,  to  assist  you  in  preparing  to  consider  the 
recommendations  that  will  soon  be  forthcoming  from  President  Clinton,  as  well  as  any 
other  plans  that  may  be  on  the  table. 

•  Fourth,  and  finally,  I  would  like  to  call  your  attention  to  the  more  immediate 
needs,  including  serious  capital  infrastructure  needs,  facing  our  nation's  urban  health 
safety  net. 

•  I  would  also  like  to  urge  your  support,  in  both  the  short  and  long  term,  for 
programs  to  guarantee  the  continued  viability  of  this  safety  net,  so  that  our  nation's  urban 
citizens  will  have  access  to  needed  health  services  WHETHER  OR  NOT  they  are 
ultimately  covered  under  any  national  health  plan. 

THE  SITUATTON  OF  AMFRTCA'S  URBAN  HEALTH  SAFETY  NET 

The  level  of  current  attention  in  Washington  D.C.  and  in  many  states  to  comprehensive 
health  care  reform  has  never  been  more  welcome  or  necessary.  The  urban  health  safety  net  that 
has  historically  provided  the  great  majority  of  health  and  other  services  to  the  uninsured  is 
increasingly  threatened  today  by  a  combination  of  factors. 

Let  me  illustrate  the  urgency  of  this  situation  with  a  few  simple  facts: 

•  The  numbers  of  uninsured  have  dramatically  increased  in  recent  years. 

Despite  all  our  rhetoric  about  reform,  the  number  of  completely  uninsured  Americans 
grew  from  34  million  uninsured  in  1988  to  37  million  last  year.  It  is  also  now  estimated 
that  another  60  million  are  insured  only  part  of  the  year,  or  have  health  insurance  that 
will  prove  inadequate  in  the  event  of  a  serious  illness.  This  is  not  just  a  temporary  trend 
brought  on  by  the  recession:  it  has  been  exacerbated  by  disturbing  trends  among 
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employers  and  insurers  to  reduce  or  eliminate  coverage  for  many  among  the  insured, 
including  dependents,  retirees,  and  individuals  with  AIDS  and  other  serious  medical 
problems. 

•  The  Medicaid  Program  now  covers  less  than  half  of  all  Americans  who  are 
living  below  the  federal  poverty  level.  Eligibility  levels  in  many  states  are  a  disgrace; 
for  example,  a  family  of  three  living  in  Alabama  would  have  to  earn  less  than  $1416  per 
year  to  be  poor  enough  to  qualify  for  Medicaid. 

•  Physician  participation  in  the  Medicaid  program  is  decreasing  rapidly,  leaving 
beneficiaries  to  seek  care  in  already  overcrowded  public  hospitals,  community  health 
centers  or,  worse,  to  forgo  needed  care  entirely. 

•  Safety  net  hospitals  are  bursting  at  the  seams.  Such  hospitals  today  are 
providing  an  extraordinary  volume  of  inpatient  and  outpatient  care.  72  NAPH  member 
hospitals  across  the  nation  averaged  260,000  emergency  room  and  outpatient  visits  and 
18,000  admissions  in  1990  --  or  over  ten  times  the  volume  of  the  average  American 
hospital.  NAPH  member  hospitals  totalled  18.7  million  emergency  and  outpatient  visits 
in  1990.  NAPH  members  averaged  an  82%  occupancy  rate  in  1990,  also  far  higher  than 
other  hospitals,  with  many  safety  net  hospitals  approaching  100%. 

•  Safety  net  hospitals  are  both  hospital  and  family  doctor  for  the  uninsured.  In 

1990,  33%  of  all  discharges  and  30%  of  all  inpatient  days  were  not  sponsored  --  even 
by  Medicaid  --  in  NAPH  member  hospitals;  48%  of  all  outpatient  and  emergency  room 
visits  were  also  uninsured. 

•  For  some  safety  net  hospitals,  these  proportions  are  far  higher.     At  San 

Francisco  General  Hospital,  62%  of  all  inpatient  days  and  72%  of  all  outpatient  visits 
were  not  sponsored;  for  Dallas'  Parkland  Memorial  Hospital,  the  figures  were  54%  of 
inpatient  days  and  62%  of  outpatient  visits. 

•  Safety  net  hospitals  are  uniquely  reliant  on  governmental  funding  sources. 

Just  17%  of  the  gross  revenues  of  safety  net  hospitals  were  derived  from  private 
insurance  and  18%  from  Medicare  in  1990,  while  67%  were  attributable  to  Medicaid  and 
"self  pay"  patients  (an  average  of  $73  million  in  Medicaid  revenues  and  $69  million  for 
"self  pay"  patients  (who  are  typically  uninsured  and  thus  "financed"  by  direct  subsidies 
and  other  mechanisms  such  as  Medicare  and  Medicaid  disproportionate  share 
adjustments). 

•  Emergency  and  clinic  patients  are  waiting  longer  to  see  doctors  or  be 
admitted.  58%  of  NAPH  hospitals  reported  periodic  waits  by  emergency  department 
patients  of  12  hours  or  more  for  admission,  and  half  of  all  hospitals  surveyed  reported 
that  some  patients  were  forced  to  wait  more  than  24  hours. 

•  The  many  community-wide  services  provided  by  safety  net  hospitals  are  in 
danger  of  deterioration  as  well.  Trauma  centers,  high  risk  obstetric  units,  emergency 
psychiatric  units,  emergency  drug  abuse  treatment  programs,  bum  centers,  neonatal 
intensive  care  units  —  all  are  overflowing,  at  a  time  when  state  and  local  budget  crises 
often  require  reductions,  not  increases,  in  funding. 

In  short,  while  Congress  debates  how  to  provide  access  to  care,  the  nation's  Safety  Net 
hospitals  are  providing  that  care  now,  and  they  are  providing  it  to  more  and  sicker  people  than 
at  any  other  time  in  our  nation's  history. 

COMMENTS  ON  THE  PRESmENT'S  ECONOMIC  PLAN 

NAPH  supports  President  Clinton's  economic  plan. 

Our  members  fully  recognize  that  the  President's  plan  includes  a  number  of  health  related 
spending  reductions  that  will  affect  them  directly  or  indirectly,  as  well  as  many  tax  provisions 
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that  will  also  affect  their  employees  personally.  Nevertheless,  we  accept  the  spirit  in  which  this 
proposal  has  been  made  -  a  spirit  of  healing,  of  change,  of  shared  sacrifice,  and  of  laying  the 
groundwork  for  broader  health  system  reforms.  Moreover,  we  believe  that  all  three  major 
components  of  the  plan  are  essential  to  its  success  —  including  the  proposed  economic  stimulus 
package  as  well  as  tax  increases  and  spending  reductions.  We  would  be  far  more  likely  to 
oppose  a  package  that  focussed  on  spending  reductions  alone,  without  addressing  the  other  two 
areas. 

In  supporting  President  Clinton  in  this  effort,  NAPH  is  fully  aware  that  some  of  the 
health-related  spending  reductions  will  hurt.  In  particular,  reductions  in  Medicare  medical 
education  and  capital  payments  will  affect  those  urban  hospitals  who  rely  disproportionately  on 
governmental  funding  sources  and  who  have  relatively  fewer  privately  insured  patients  to  whom 
uncompensated  costs  can  be  shifted.  In  moving  ahead  to  enact  these  and  other  aspects  of  the 
President's  plan,  we  thus  ask  only  that  the  Congress  be  sensitive  to  the  uneven  playing  field  on 
which  both  patients  and  providers  find  themselves  today. 

In  addition,  we  strongly  support  targeting  at  least  some  portion  of  the  proposed  economic 
stimulus  package  on  rebuilding  the  urban  health  infrastructure,  in  order  to  improve  access  to 
essential  health  services  and  facilities  in  our  nation's  inner  cities.  In  addition  to  the  broader  need 
for  long  term  capital  assistance  spelled  out  in  my  testimony  below,  urban  safety  net  hospitals 
have  identified  a  large  number  of  smaller  projects  that  are  ready  to  go  immediately.  Those 
include  building  or  expanding  trauma  centers  and  emergency  facilities;  renovating  facilities  to 
respond  to  the  sudden  resurgence  of  tuberculosis;  the  creation  of  new  high  risks  pregnancy 
centers;  and  needed  renovations  to  meet  fire  and  life  safety  code  standards.  A  list  of  specific 
urban  infrastructure  projects  that  are  ready  to  go  almost  immediately  is  attached  to  my 
testimony.  At  a  minimum,  in  addition  to  the  small  amount  that  has  already  been  set  aside  for 
health  programs,  we  urge  this  committee  to  recommend  expressly  including  health  care  facilities 
among  the  projects  that  are  eligible  for  broader  stimulus  spending. 

NAPH  COMMENTS  ON  HEALTH  CARE  REFORM 

Our  failure  to  provide  universal  health  coverage  and  access  to  care  has  for  years  been 
the  single  most  glaring  deficiency  of  our  nation's  health  system  --  one  we  share  only  with  South 
Africa  among  Western  nations.  In  the  past  two  decades  alone,  there  have  been  over  a  dozen 
major  national  health  insurance  initiatives,  offered  by  the  most  important  political  leaders  of  our 
era,  as  well  as  scores  of  more  modest  proposals.  Unfortunately,  each  of  these  proposals  has 
generated  influential  opposition  as  well,  virtually  paralyzing  all  efforts  to  achieve  needed  reform. 
As  a  result,  we  have  advanced  very  little  in  this  arena  since  the  enactment  of  Medicare  and 
Medicaid. 

Our  nation's  lack  of  universal  health  coverage  is  forcing  safety  net  hospitals  to  treat  an 
ever-broader  population  of  Americans  who  have  no  access  to  other  providers  because  they  have 
lost  their  jobs,  their  insurance,  or  both.  Rarely  are  these  individuals  able  to  become  eligible  for 
Medicaid  -  yet  rarely  can  they  afford  the  cost  of  a  serious  illness  either. 

Being  a  relatively  small  organization,  NAPH  did  not  choose  in  the  past  to  adopt  a  single, 
comprehensive  proposal  of  our  own,  but  rather  to  outline  the  characteristics  we  would  like  to 
see  in  any  national  health  plan  that  is  adopted  by  the  Congress,  or  by  a  state.  Those  principles 
are  set  out  in  an  attachment  to  my  testimony.  More  recently,  with  the  dramatic  improvement 
in  the  prospects  for  health  reform,  NAPH  has  chosen  to  expand  on  those  general  principles  ~ 
to  offer  more  specific  and  detailed  suggestions  in  a  number  of  areas,  based  on  our  intimate 
knowledge  of  the  health  status,  and  the  broad  range  of  both  health  and  social  needs,  of 
America's  urban  uninsured. 

While  NAPH's  specific  health  reform  proposals  are  still  under  development  in  several 
areas,  our  work  to  date  -  and  our  vast  experience  serving  presently  uninsured  patients  -permits 
us  to  make  the  following  observations  and  recommendations  at  this  time: 
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1.  ELIGIBILITY 

A.  The  goal  of  national  health  reform  must  be  nothing  less  than  universal  and 
mandatory  coverage  for  all  residents.  While  universality  is  generally  acknowledged 
as  a  worthy  goal,  there  appears  to  remain  some  debate  over  whether  coverage  should  be 
voluntary  or  mandatory  for  employers,  employees  and  the  uninsured.  The  experience 
of  NAPH  members  in  many  states  makes  clear  that  voluntary  coverage  will  simply  fail 
to  reach  many  among  the  uninsured  --  including  many  of  the  most  vulnerable  individuals 
and  families.  It  is  by  now  well  known  that  in  many  states,  the  Medicaid  program  enrolls 
less  than  half  of  all  potentially  eligible  patients.  Only  by  requiring  all  individuals  to  be 
covered  can  a  new  system  lead  to  genuine  reforms. 

B.  It  will  clearly  be  necessary  —  if  only  for  budgetary  reasons  —  for  universal 
health  coverage  to  be  phased  in.  In  that  case,  it  is  important  that  the  most  vulnerable 
populations  among  the  uninsured  should  be  covered  first  —  including  the  chronically 
or  seriously  ill,  as  well  as  women  and  young  children  not  otherwise  eligible  for 
Medicaid.  Among  employed  individuals,  Hawaii  Health  Director  Jack  Lewin  (whose 
state-run  hospital  system  is  an  NAPH  member)  has  strongly  urged  that  health  reform  not 
be  phased  in  by  size  of  employer,  as  that  would  lead  to  significant  instability  in  the 
structure  and  cost  of  benefits  between  large  and  small  employers.  Among  the  employed 
uninsured,  particular  attention  will  need  to  be  paid  to  dependents,  part  time  employees, 
and  seasonal  and  migrant  employees,  to  prevent  these  populations  from  falling  through 
the  gaps. 

C.  It  is  also  essential  to  recognize  that,  however  noble  the  goal  of  universality, 
there  will  always  be  coverage  gaps  and  individuals  who  fall  through  them.  An 
institutional  safety  net,  including  hospitals,  community  health  centers,  and  other 
providers,  will  need  to  remain  in  place  (and  be  publicly  financed)  to  serve  these  patients. 
Even  Hawaii's  much-touted  health  plan  has  gaps  -  as  is  evidenced  by  the  continued 
existence  of  a  state-subsidized  public  hospital  system. 

D.  In  many  cases,  as  our  experience  with  Medicaid  demonstrates,  individuals 
who  may  otherwise  be  eligible  —  especially  in  inner  cities  and  isolated  rural  areas  ~  will 
simply  not  sign  up  for  a  new  national  health  plan,  even  if  mandatory.  Rather,  they  will 
present  themselves  to  providers  in  the  future  as  they  do  today  —  sick  or  injured,  addicted 
or  mentally  ill,  homeless,  often  unable  to  provide  us  with  basic  information  about 
themselves.  It  is  therefore  imperative  that  (unlike  Medicaid,  AFDC  and  food  stamps 
today)  the  eligibility  process  should  be  kept  as  simple  as  possible.  As  eligibility  is 
phased  in  for  various  groups,  providers  must  be  able  to  rely  on  the  presumptive 
eligibility  of  any  individual  who  shows  up  in  the  emergency  room. 

E.  It  is  important  to  understand  that  simply  giving  a  patient  a  card  will  not 
ensure  that  his  or  her  needs  will  be  met.  A  dramatic  recent  indication  of  that  fact 
occurred  last  year  in  Milwaukee,  when  well  over  200  children  were  hospitalized  (and 
several  died)  as  a  result  of  a  measles  epidemic  that  could  have  been  prevented  through 
simple  immunizations.  Over  two  thirds  of  the  children  hospitalized  were  enrolled  in 
Medicaid  managed  care  plans! 

2.  BENEFIT  PACKAGE 

A.  A  basic  benefit  package  and  "basic  risk  pool"  should  be  developed,  based  on 
the  mandatory  federal  Medicaid  benefit  package,  but  with  a  greater  emphasis  on  (and 
first  dollar  coverage  for)  primary  and  preventive  care.  To  a  certain  extent,  for  cost 
containment  purposes  and  so  that  it  may  be  applicable  to  the  widest  possible  population, 
the  basic  package  can  allow  for  catastrophic  limits  (in  effect,  a  "stop  loss")  on 
hospitalization  and  high  tech  providers  and  treatments. 

B.  To  augment  the  basic  package  and  basic  risk  pool,  a  parallel  "high  risk" 
benefit  package  and  risk  pool  should  also  be  developed,  for  individuals  with  more 
serious  illnesses,  injuries  or  conditions.    The  high  risk  package  can  provide  for  more 
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utilization  and  provider  controls  and  stricter  case  management  requirements  than  the  basic 
package.  All  insurers  should  be  required  to  offer  both  packages,  and  indeed,  switching 
from  one  risk  pool  to  another  should  be  essentially  transparent  to  the  insured. 

C.  As  with  eligibility,  any  system  of  health  reform  must  acknowledge  that  there 
will  be  a  number  of  services  whose  costs  will  continue  (in  whole  or  in  part)  to  fall 
outside  either  benefit  package.  These  services  will  range  from  costly  24-hour  standby 
services  such  as  trauma,  bum  care,  and  neonatal  intensive  care,  to  traditional  public 
health  and  even  non-health  social  services  that  are  often  needed  by  low  income  patients 
whether  or  not  they  have  coverage.  These  safety  net  and  community-wide  services 
must  continue  to  be  provided  and  funded  outside  the  health  insurance  system, 
through  add-on  community  service  payment  adjustments  (as  described  below)  or  through 
direct  grants  or  subsidies. 

D.  Alternative  providers,  such  as  nurse  midwives  and  nurse  practitioners,  should 
be  accommodated  and  encouraged  wherever  possible. 

3.   FINANCING  HEALTH  REFORM 

A.  NAPH  strongly  supports  a  broad  array  of  financing  mechanisms  for 
universal  health  coverage,  including  taxes  on  excess  employee  health  coverage,  so- 
called  "sin  taxes"  on  alcohol  and  tobacco,  sliding  scale  cost  sharing  for  higher  income 
insured  individuals,  and  increased  Medicare  cost  sharing.  However,  we  would  oppose 
the  enactment  of  any  such  taxes  solely  to  reduce  the  deficit;  they  should  be  dedicated  to 
the  extent  possible  to  financing  expanded  health  coverage. 

B.  NAPH  also  suggests  that  a  number  of  other  relevant  taxes  or  fees  be 
considered,  such  as  an  increased  excise  tax  on  guns  (especially  semi-automatic  weapons), 
a  hospital  maintenance  fee  on  unused  or  unstaffed  beds  or  underutilized  technology,  or 
a  tax  or  surcharge  on  "luxury"  treatments  or  services. 

C.  NAPH  agrees  that  cost  containment  must  be  an  essential  element  of  any 

national  health  plan,  and  would  support  cost  containment  methodologies  that  are  applied 
equitably  across  all  insurers  and  providers  (rather  then  being  limited  only  to  public 
programs).  To  be  effective,  cost  containment  strategies  must  be  administered  locally, 
at  the  community  level,  and  should  not  penalize  efficient  providers  (but  rather,  should 
target  underutilized  or  otherwise  inefficient  providers). 

D.  In  recent  years,  the  so-called  "disproportionate  share  hospital"  ("DSH") 
adjustments  paid  by  Medicare  and  many  Medicaid  programs  have  been  of  particular 
importance  in  helping  safety  net  hospitals  make  ends  meet,  assisting  overburdened  local 
governments  in  preserving  and  improving  health  safety  net  services.  There  has  been 
some  talk  of  using  these  adjustments  as  a  "funding  source"  for  national  health  reform. 
However,  we  believe  it  is  essential  that  these  adjustments  be  continued  and  strengthened 
until  such  time  as  other  sources  of  funding  are  available  AND  FULLY  PHASED  IN  for 
the  presently  uninsured. 

E.  We  further  believe  that  many  residual  community-wide  public  health  and 
social  services  will  continue  to  be  needed  even  after  most  uninsured  Americans  have  been 
provided  some  form  of  health  coverage.  Such  services  will  range  from  emergency 
"standby"  services  such  as  trauma  centers,  bum  centers,  neonatal  intensive  care,  and  the 
like,  to  public  health  and  social  services  that  will  still  be  needed  by  low  income  patients. 
For'this  reason,  as  part  of  health  reform,  NAPH  is  proposing  the  phase-in  of  a  separate 
"Community  Services  Adjustment"  that  would  be  carefully  targeted  on  safety  net 
hospitals  and  other  facilities  (such  as  community  health  centers)  that  will  continue  even 
under  a  new  national  health  plan  to  provide  these  community-wide  services. 
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4.    PLAN  ADMINISTRATION 

A.  NAPH  supports  the  concept  of  managed  competition  in  principal,  and  believes 
it  should  be  given  an  opportunity  to  work  wherever  feasible.  However,  based  on  our 
extensive  experience  serving  the  uninsured,  we  are  concerned  that  managed  competition 
as  described  in  the  literature  to  date  may  be  less  effective  in  some  areas,  including  inner 
cities  and  isolated  rural  areas.  This  is  true  in  part  because  of  the  dearth  of  a  sufficient 
number  and  variety  of  providers  to  guarantee  access  and  choice  in  those  areas,  in  part 
because  of  the  checkered  history  of  efforts  to  introduce  competitive  models  (such  as  the 
California  PHP  scandals  of  the  early  1970s  and  the  Florida  scandals  of  the  1980s),  and 
in  part  because  of  the  nature  of  the  patient  population  itself  in  such  areas.  NAPH  is 
developing  recommendations  for  alternatives  or  modifications  to  managed  competition 
in  major  metropolitan  areas. 

B.  It  must  be  recognized  in  implementing  "managed  competition",  however,  that 
the  playing  field  is  not  currently  level  for  either  providers  or  patients  —  especially  in  the 
inner  cities  and  remote  rural  areas.  To  be  equitable,  and  to  guarantee  access  for  patients 
in  such  areas  to  the  broadest  range  of  health  and  social  services,  a  plan  must  ensure  that 
all  safety  net  providers  (including  health  centers  as  well  as  public  hospitals)  are  given  an 
equal  opportunity  to  develop  and  participate  in  competitive  plans. 

C.  NAPH  also  cautiously  endorses  the  concept  of  the  HIPC  as  an  intermediary 
for  both  the  employed  and  unemployed  uninsured,  but  with  significant  safeguards  against 
abuses  by  insurers  and  new  plans  that  may  be  developed  in  response  to  health  reform. 
Of  particular  concern  is  the  possibility  of  adverse  selection  and  "targeted  marketing"  by 
some  plans  -  cream-skimming,  if  you  will  —  that  will  leave  the  sickest  and  the  poorest 
to  enroll  in  "public  plans".  NAPH  will  be  developing  a  detailed  list  of  possible 
safeguards,  including  mandatory  open  enrollment,  limitations  on  advertising,  and 
mandatory  random  assignment  of  "high  risk"  patients. 

D.  NAPH  supports  the  broadest  possible  range  of  insurance  industry  reforms, 
including  full  portability,  a  ban  on  preexisting  conditions,  and  community  rating  for  all 
plans  and  all  employers. 

E.  NAPH  strongly  supports  the  establishment  of  a  National  Health  Board  at  the 
earliest  possible  opportunity.  We  believe  this  Board  should  be  fully  independent,  with 
members  confirmed  by  the  Senate,  and  should  have  a  broad  range  of  powers.  Included 
would  be  a  transfer  of  all  of  the  functions  and  personnel  of  the  current  Health  Care 
Financing  Administration  (and  responsibility  for  the  Medicare  and  Medicaid  programs), 
the  definition  and  fine  tuning  of  the  basic  and  high  risk  benefit  packages  recommended 
above,  the  development  of  uniform  reporting,  accounting  and  claims  processing 
standards,  collecting  and  analyzing  nationwide  data,  administering  and  certifying  the 
HIPCs,  quality  and  outcomes  assessment,  technology  assessment,  and  measuring 
consumer  satisfaction. 

MEETING  THE  MORE  IMMEDIATE  NEEDS  OF  URBAN  SAFETY  NET  HOSPITALS 

Many  supporters  of  various  national  health  reform  proposals  have  suggested  that,  if 
reforms  were  enacted,  there  would  no  longer  be  a  need  for  an  institutional  health  safety  net. 
We  can  only  note  that  the  same  thing  was  said  about  the  enactment  of  Medicare  and  Medicaid. 
Given  the  strong  likelihood  that  future  changes  will  continue  to  be  incremental  and  piecemeal, 
NAPH  believes  that  there  will  continue  to  be  a  strong  need  for  the  public  health  safety  net  in 
our  nation's  metropolitan  areas. 

In  particular,  as  the  crisis  last  year  in  South  Central  Los  Angeles  clearly  underscores,  our 
current  health  safety  net  is  extremely  fragile  and  underfunded  today.  The  health  safety  net, 
consisting  largely  of  county  facilities  and  programs,  worked  for  Los  Angeles  during  the  riots. 
Reports  tell  of  extraordinary  heroism  and  dedication  by  County  medical  and  administrative  staff, 
especially  at  the  Martin  Luther  King/Drew  Medical  Center,  in  the  middle  of  the  war  zone. 
Safety  net  hospitals  were  flooded  with  hundreds  of  casualties  --  without  their  standby  readiness, 
the  death  toll  would  have  been  far  higher  than  it  was,  and  many  of  the  injured  would  have  been 
far  worse  off  as  well.  But  it  was  clear  that  the  County  system  in  Los  Angeles  was  stretched  to 
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the  very  limit.  And  it  was  also  clear  that  health  insurance  coverage  alone  would  never  have 
financed  the  full  range  of  emergency  system,  trauma  network,  public  health  and  social  costs  of 
meeting  the  community's  needs  during  this  crisis. 

We  must  thus  be  extremely  careful  about  dislodging  any  current  institutional  funding 
mechanisms  for  public  health  systems  in  general,  and  safety  net  hospitals  in  particular,  unless 
we  are  certain  that  we  have  a  workable  and  fully  implemented  system  to  take  their  place. 
Moreover,  we  must  continue  to  press  forward  with  more  targeted  programs  and  reforms  that 
support  "stand  by"  health  and  social  services  and  safety  net  providers. 

For  many  reasons,  even  if  national  health  insurance  were  adopted  this  year,  America's 
safety  net  institutions  will  need  continued  support  well  into  the  future: 

•  Any  new  health  reform  system  is  likely  to  be  phased  in  over  a  long  period  of 
time. 

•  Even  with  coverage,  many  of  our  current  uninsured  will  be  little  better  off  than 
Medicaid  patients,  who  today  find  their  access  restricted  in  many  states  to  those  "open 
door"  hospitals  and  clinics  who  will  serve  them. 

•  It  is  also  important  to  recognize  that  many  of  the  current  uninsured  also  suffer 
from  a  variety  of  health  and  social  problems  very  different  from  those  of  middle  America 
-  AIDS,  drug  abuse,  tuberculosis,  and  teenage  pregnancies  are  often  augmented  by 
homelessness,  joblessness,  and  lack  of  education;  while  no  health  care  provider  can  fully 
cope  with  all  of  these  problems,  our  urban  safety  net  hospitals  are  the  only  ones  even 
trying  to  do  so  today. 

•  In  addition,  we  must  recognize  that  even  for  insured  individuals  today,  with  the 
dramatic  cost  containment  efforts  already  being  imposed  by  both  public  and  private 
payers,  many  expensive  and  unprofitable  "standby"  services  (such  as  trauma,  bum  care, 
and  neonatal  intensive  care)  are  also  far  more  likely  to  be  available  in  safety  net 
hospitals. 

•  Finally,  many  safety  net  hospitals  are  simply  located  in  the  geographic  areas 
where  most  of  our  uninsured  Americans  reside  —  areas  which,  even  if  national  health 
coverage  were  fully  implemented,  most  other  health  care  providers  will  continue  to  be 
unwilling  or  unable  to  serve. 

For  these  reasons,  this  final  section  of  my  prepared  testimony  is  intended  to  call  your 
attention  to  a  number  of  shorter  term  needs  that  must  be  met  over  the  next  several  years,  in 
support  of  the  nation's  safety  net  hospitals. 


A  NEW  NATIONAL  CAPITAL  FINANCING  INITIATIVE  IS  NEEDED  TO  REBUILD 
AND  EQUIP  AMERICA'S  INSTITUTIONAL  HEALTH  SAFETY. 

Safety  net  hospitals  also  face  a  substantial  need  for  adequate  capital  to  rebuild  and  equip 
our  nation's  health  infrastructure.  A  new  NAPH  study  estimates  that  there  are  at  least  $15 
billion  in  unmet  capital  needs  among  these  essential  urban  providers.  Yet  these  hospitals  also 
face  significant  barriers  in  obtaining  access  to  capital,  as  well  as  in  their  ability  to  repay  incurred 
debts  entirely  from  patient  care  revenues.  Our  safety  net  health  care  infrastructure  is  every  bit 
as  important  as  those  elements  that  are  more  commonly  considered  in  public  works  bills. 
(Indeed,  several  of  our  nation's  inner  city  public  hospitals  were  initially  constructed  using  WPA 
labor  and  funds.)  In  order  to  meet  these  needs,  a  new  Federal  capital  financing  initiative  is 
clearly  needed.  Last  year,  NAPH  assisted  with  the  drafting  of  a  major  new  capital  financing 
initiative  that  was  introduced  by  Representative  Pete  Stark  in  the  House,  and  by  Senators 
Thomas  Daschle  and  John  Breaux  in  the  Senate.  While  its  cost  to  the  federal  government  would 
be  only  $1  billion  per  year,  this  bill  would  create  federal-state-local  and  public-private 
partnerships  to  finance  up  to  $15  billion  in  capital  improvements  for  safety  net  hospitals,  through 
loan  guarantees,  interest  rate  subsidies  and  grants  to  meet  both  general  and  specific  safety  net 
capital  needs. 
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IN  THE  SHORT  TERM,  THE  MEDICARE  DISPROPORTIONATE  SHARE  HOSPITAL 
ADJUSTMENT  MUST  BE  PRESERVED  AND  INCREASED. 

Medicare  is  a  relatively  smaller  proportion  of  the  patient  load  in  safety  net  hospitals  than 
in  the  rest  of  the  industry  (only  18%,  as  compared  to  34%  on  average  for  the  industry  as  a 
whole).  However,  Medicare  is  usually  the  single  most  important  non-indigent  payor  in  many 
safety  net  hospitals,  and  as  such,  constitutes  an  essential  part  of  patient  care  revenues. 

Great  strides  have  been  made  in  mandating  Medicare  payment  adjustment  increases  for 
"disproportionate  share  hospitals."  This  program  has  grown  from  paying  just  $200  million  in 
its  first  year  to  well  over  $1.5  billion  in  1992.  In  the  last  three  years,  Congress  has  also 
refrained  from  making  any  further  reductions  in  the  indirect  teaching  adjustment.  This  has 
resulted  for  the  first  time  in  actual  real  dollar  gains  in  Medicare  reimbursement  for  safety  net 
hospitals,  although  these  gains  have  not  succeeded  in  erasing  the  significant  operating  deficits 
of  such  hospitals  (such  deficits  currently  average  over  $9  million,  or  6%). 

UNLESS  AND  UNTIL  UNIVERSAL  COVERAGE  BECOMES  A  REALITY,  CONTINUED 
EFFORTS  MUST  BE  MADE  TO  IMPROVE  AND  REFORM  THE  MEDICAID 
PROGRAM. 

Recent  improvements  in  the  Medicaid  program  have  expanded  eligibility  for  pregnant 
women  and  children,  permitted  states  to  continue  using  a  variety  of  mechanisms  for  providing 
extra  payments  to  disproportionate  share  hospitals,  and  permitted  public  and  private  hospitals 
to  participate  in  the  financing  of  Medicaid  expansions  through  voluntary  donations  and  the 
transfer  of  funds  by  local  governments  to  states.  In  addition,  states  like  Florida,  New  York  and 
New  Jersey  have  used  provider  taxes,  all-payer  systems,  or  intergovernmental  transfers  to 
redistribute  revenues  and  enhance  Medicaid  payments.  It  is  imperative  that  states  be 
permitted  to  continue  to  make  use  of  these  alternative  sources  of  revenues,  at  a  time  when 
many  are  suffering  severe  budget  crises.  It  is  also  imperative  that  local  governments  permit 
the  pass-through  of  these  increased  Medicaid  funds  to  the  hospitals  and  health  facilities  actually 
providing  the  Medicaid  and  indigent  care. 

DIRECT  INSTTFUTIONAL  OPERATING  SUPPORT  FOR  SAFETY  NET  HOSPITALS 
MUST  ALSO  BECOME  AN  IMMEDIATE  FEDERAL  PRIORITY. 

While  Medicare  clearly  has  a  role  to  play  in  sharing  the  financial  burden  of  safety  net 
hospitals,  it  is  also  true  that  additional  measures  are  needed.  In  particular,  as  the  debate  over 
universal  health  coverage  drags  on,  it  is  imperative  that  the  Congress  enact  some  form  of 
nationwide  institutional  support  for  safety  net  hospitals. 

Ideally,  this  should  take  the  form  of  a  national  uncompensated  care  trust  fund,  with 
dedicated  sources  of  revenue.  Legislation  originally  developed  by  Rep.  Rostenkowski  and 
introduced  in  the  last  Congress  as  H.R.  754,  could  serve  as  a  model.  That  legislation  would 
create  a  trust  fund  with  the  proceeds  of  a  small  tax  on  health  insurance  premiums;  such  a  tax 
could  generate  potentially  $6(X)  million  to  $1  billion  for  distribution  to  high  volume  providers 
of  uncompensated  care.  Other  potential  funding  sources  that  have  been  mentioned  include  taxes 
on  alcohol,  tobacco  and  firearms,  as  well  as  a  national  excise  tax  on  hospital  utilization. 


RYAN  VraiTE  AIDS  PROGRAM 

The  Ryan  White  Comprehensive  AIDS  Resources  Emergency  (CARE)  program  was 
authorized  to  meet  the  added  burden  posed  by  AIDS  on  the  nation's  health  care  system.  There 
are  now  18  cities  receiving  special  assistance  under  this  program,  including  San  Francisco, 
because  of  the  high  incidence  of  AIDS  cases  in  their  community.  By  the  end  of  1993,  the  case 
load  in  these  cities  is  expected  to  double  under  CDC's  current  definition  of  AIDS.  The 
increasing  incidence  is  expected  to  result  in  eligibility  of  6  more  cities  in  1993.  An  additional 
nine  cities  will  be  added  under  CDC's  expanded  definition  of  AIDS.  We  support  President 
Clinton's  recommendations  for  full  funding  of  the  Ryan  White  CARE  program. 
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TARGETED  PUBLIC  HEALTH  PROGRAMS 

Other  targeted  public  health  programs  and  resources  that  we  are  proposing  or  supporting 
include  proposals  to: 

•  improve  the  ability  of  public  hospitals  and  other  safety  net  institutions  to  train  and 
employ  minority  health  professionals  and  inner  city  residents; 

•  improve  the  ability  of  urban  safety  net  providers  to  develop  and  finance  regional 
provider  networks  that  include  a  full  range  of  services,  including  ambulatory  and 
preventive  care  in  addition  to  acute  inpatient  care,  and  to  participate  as  effectively  as 
possible  in  managed  care  programs  and  initiatives;  and 

•  fund  new  services  aimed  at  high  risk  populations,  including  drug-dependent 
mothers  and  babies,  patients  and  providers  in  danger  of  contracting  drug-resistant 
tuberculosis,  prisoners,  low-income  children  with  chronic  diseases  such  as  asthma,  and 
victims  of  domestic  violence  and  child  abuse. 

I  would  be  pleased  to  answer  any  questions  you  may  have  at  this  time. 


ATTACHMENT  TO  TESTIMONY  OF  LARRY  GAGE,  PRESIDENT,  NAPH 
NAPH  Principles  for  Health  Reform  (adopted  in  1990) 

•  While  incremental  improvements  are  acceptable,  the  goal  of  any  national  health 
plan  must  be  universal  access  or  coverage  for  all. 

•  However,  it  must  also  be  recognized  that  even  under  the  most  comprehensive 
national  plan,  there  will  always  be  individuals  who  fall  through  the  cracks;  NAPH 
believes  it  is  both  necessary  and  acceptable  to  provide  access  for  such  persons  through 
the  preservation  of  a  strong  and  well-financed  institutional  safety  net. 

•  A  national  health  plan  must  require  consistent,  national  eligibility,  service  and 
provider  payment  standards  for  the  Medicaid  program;  serious  consideration  should  be 
given  to  the  federalization  of  Medicaid  (together  with  its  expansion  to  serve  all  of 
America's  medically  indigent)  or  its  elimination  and  merger  with  Medicare. 

•  A  core  national  minimum  benefit  package  must  be  developed  that  is  not  so  rich 
as  to  be  unaffordable,  yet  covers  essential  preventive,  primary  care  and  hospital  services, 
and  guards  against  the  burden  of  catastrophic  illness. 

•  The  present  system  of  private  insurance  can  continue  under  a  national  health  plan, 
but  insurance  reform  is  an  essential  part  of  any  national  health  package;  the  federal 
government  should  preempt  state  regulation  to  the  extent  necessary  to  set  national 
standards  for  health  insurance  plans,  which  include  mandating  minimum  benefit  packages 
on  all  employers  above  a  reasonable  size,  reinstatement  of  community  rating,  and  curbing 
current  trends  toward  exclusion  of  preexisting  conditions  (or  setting  post-illness  limits  on 
specific  diseases  such  as  AIDS). 

•  Any  national  plan  must  include  a  heavy  emphasis  on  preventive  and  primary  care 
and  must  provide  adequate  support  for  initiatives  to  encourage  changes  in  lifestyles. 

•  And  finally,  states  must  be  permitted  wider  latitude  to  experiment  with  new  plans, 
including  the  ability  to  waive  ERISA  constraints  on  the  regulation  of  self-insured 
businesses. 
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Mr.  Orton  [presiding].  Thank  you,  Mr.  Gage.  We  do  appreciate 
your  testimony  and  your  interest  and  support  for  the  process.  As 
you  recognize  and  have  indicated  the  changes  proposed  in  the 
President's  economic  package,  specifically  with  regard  to  cost  cut- 
ting and  health  care  areas,  may  in  fact  result  in  burden  shifting  if 
it  is  the  only  thing  we  do. 

I  think  it  is  clear  from  not  only  your  testimony  but  others  that 
we  simply  cannot  ignore  health  care;  that  this  is  only  the  first  step. 
If  left  as  only  one  step,  in  fact  it  may  create  additional  problems  in 
the  system.  I  think  we  acknowledge  we  are  going  to  have  to  move 
forward  expeditiously  in  solving  health  care  issues. 

I  look  forward  to  your  input  and  assistance  as  we  attempt  to 
reform  health  care  over  the  coming  months.  We  must  eliminate 
discrepancies,  bring  down  costs,  and  make  health  care  affordable 
for  everyone.  We  appreciate  your  testimony. 

Mr.  Blackwell,  do  you  have  any  questions? 

Mr.  Blackwell.  Thank  you,  Mr.  Orton.  The  question  involves 
soaring  health  care  costs,  which  is  why  the  medicare  component  of 
the  budget  has  been  designated  as  an  area  of  cutting  in  the  Presi- 
dent's package.  I  have  been  completely  unable  to  understand  why 
medical  inflation  has  been  so  completely  out  of  control. 

Is  there  something  in  your  public  hospital  care  delivery  network 
that  has  allowed  you  to  control  costs  any  better  than  the  general 
nonprofit  or  for-profit  hospitals  operating  in  this  country?  Are 
there  lessons  we  can  learn  as  we  look  at  the  health  reform  piece 
from  what  you  have  accomplished  in  recent  years? 

Mr.  Gage.  Yes,  I  think  there  certainly  are  a  number  of  things  we 
can  look  to.  In  fact,  the  National  Association  of  Public  Hospitals' 
creation  12  years  ago  grew  out  of  the  fact  that  the  Carter  adminis- 
tration hospital  cost  containment  proposals  were  unanimously  op- 
posed by  the  hospital  industry,  but  unanimously  supported  by  the 
League  of  Cities  and  the  Conference  of  Mayors  and  the  National 
Association  of  Counties,  which  owned  and  operated  a  lot  of  hospi- 
tals. 

Some  of  the  lessons  are  not  positive  but  certainly  point  in  the 
right  direction.  This  is  an  area,  a  sector,  that  has  been  relatively 
starved  for  capital.  So  one  of  the  reasons  costs  are  lower  is  that  fa- 
cilities are  much  older,  and  therefore  public  hospitals  tend  to  be 
very  creative  in  preserving  and  maintaining  facilities,  and  in  some 
cases  don't  have  all  of  the  fancy  equipment  that  you  have  in  the 
private  sector. 

There  is  a  middle  ground.  I  think  there  is  rebuilding  that  is 
needed  and  there  is  clearly  a  need  for  the  right  kind  of  high  tech 
equipment.  But  I  think  you  have  found  a  greater  willingness  in  the 
public  sector  to  build  and  buy  equipment  that  is  necessary  and 
fully  utilized. 

And  I  think  one  of  the  problems  with  cost  containment  has  been 
very  few  controls  over  utilization  of  fancy  new  technology.  We 
would  like  to  have  new  technology.  It  does  wonderful  things  for 
those  of  us  who  become  ill,  but  I  think  we  have  to  get  a  handle  on 
it. 

And  we  are  proposing,  and  in  my  testimony  we  have  proposed, 
that  certain  kinds  of  what  we  call  standby  services,  like  trauma 
care  and  burn  care,  we  would  agree  to  accept — I  know  health  plan- 
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ning  is  sort  of  a  dirty  word — became  one  in  the  early  1980's — but 
this  segment  of  the  industry  probably  would  support  health  plan- 
ning, at  least  as  a  sufficient  way  to  guarantee  that  an  adequate 
number  of  inner  city  hospitals  and  health  centers  and  specialized 
equipment  will  exist.  But  we  don't  need  too  much  in  these  areas. 

Mr.  Blackwell.  We  often  hear  that  our  system  is,  on  the  physi- 
cian side,  specialty  top  heavy,  and  that  that  has  added  enormous 
costs  without  substantial  improvement  to  quality  and  may  even 
dangerously  shorten  provision  of  family  care.  Do  your  institutions 
address  that  at  all? 

Mr.  Gage.  Absolutely.  And  we  have  been  fighting  for  years, 
sometimes  with  payers,  and  sometimes  with  the  medical  education 
establishment,  to  increase  the  numbers  of  primary  care  physicians 
trained.  And  some  of  the  medical  schools  associated  with  our  hospi- 
tals are  beginning  to  appreciate  this  disparity.  Again,  I  was  at  the 
University  of  Minnesota  yesterday,  and  they  now  train  by  a  factor 
of  100  percent  more  primary  care  physicians  than  any  other  medi- 
cal schools  in  the  country.  And  if  you  look  at  Minnesota  and  you 
look  at  the  competitive  environment  and  the  decentralization  that 
has  occurred  in  the  health  system,  I  think  will  you  see  why. 

Our  hospitals  around  the  country,  particularly  those  that  are 
parts  of  urban  networks,  are  decentralizing,  they  are  creating  pri- 
mary care  outposts,  they  are  aggressively  pursuing  more  primary 
care  training,  and  we  very  strongly  support  those  initiatives. 

Mr.  Blackwell.  Thank  you.  I  don't  have  any  further  questions, 
but  your  ongoing  counsel,  as  the  103rd  Congress  wrestles  with 
health  reforms,  is  going  to  be  very  important  to  us. 

Mr.  Orton.  Thank  you,  Mr.  Gage.  We  appreciate  the  patience 
you  have  had  with  us.  Sorry  for  the  delay  in  getting  you  on.  We 
appreciate  your  testimony  and  look  forward  to  your  additional 
input  in  the  future. 

Mr.  Gage.  Thank  you  very  much. 

Chairman  Sabo.  Next  we  would  like  to  invite  Mr.  William  J. 
Beeman  to  come  forward.  Mr.  Beeman  is  Vice  President  and  Direc- 
tor of  Economic  Studies  for  the  Committee  for  Economic  Develop- 
ment. They  have  recently  put  forward  a  report  on  restoring  pros- 
perity, looking  at  budget  choices  for  economic  growth,  and  we  very 
much  look  forward  to  your  testimony  and  comments  on  the  very 
difficult  choices  in  the  allocation  of  scarce  resources. 

We  look  forward  to  your  testimony.  If  you  have  a  written  state- 
ment you  would  like  to  put  in  the  record,  we  can  do  so,  or  you  may 
proceed  verbally  as  you  choose. 

STATEMENT  OF  WILLIAM  J.  BEEMAN.  VICE  PRESIDENT.  AND  DI- 
RECTOR OF  ECONOMIC  STUDIES  FOR  THE  COMMITTEE  FOR 
ECONOMIC  DEVELOPMENT 

Mr.  Beeman.  Mr.  Chairman,  I  have  a  written  statement,  which  I 
have  distributed,  and  we  would  like  it  included  in  the  record. 

Mr.  Orton.  It  will  be  included  in  the  record  in  total,  and  you  can 
summarize  as  you  see  fit. 

Mr.  Beeman.  Thank  you.  I  will  summarize.  It  is  a  pleasure,  Mr. 
Chairman,  to  testify  before  this  committee.  My  name  is  Bill 
Beeman.   I   am   with  the  Committee  for  Economic   Development, 


72 

which  is  a  nonpartisan  research  organization  composed  of  250  U.S. 
corporate  and  education  leaders. 

CED  has  a  long-standing  interest  in  the  direction  of  fiscal  policy 
in  this  country,  beginning  since  World  War  II.  Unless  otherwise 
noted,  my  testimony  reflects  the  views  of  CED,  set  forth  in  recent 
policy  statements  you  mentioned,  Mr.  Chairman,  a  policy  state- 
ment that — I  hope  you  have  a  copy  of  this.  I  would  be  glad  to  get 
additional  copies  to  you.  Every  Member  of  Congress  has  been  sent 
that  statement. 

That  statement  was  prepared  by  a  CED  subcommittee  chaired  by 
John  Weston,  who  is  Chairman  and  CEO  of  Automatic  Data  Proc- 
essing. 

Broadly  speaking,  the  President's  economic  program  is  to  reduce 
the  growth  in  both  public  and  private  consumption  and  to  raise 
public  and  private  saving  investment  in  order  to  rebuild  and  pro- 
vide a  solid  foundation  for  long-term  economic  growth. 

We  applaud  the  President  for  embracing  this  fundamental  goal. 
Inadequate  investment  and  economic  growth  in  the  United  States 
is  a  consequence  of  low  national  savings,  deriving  principally  from 
the  huge  and  persistent  structural  Federal  deficits  which  in  recent 
years  has  been  absorbing  almost  70  percent  of  already  depressed 
private  saving. 

There  is  a  chart  in  the  testimony  that  you  can  look  at  which 
shows  bar  charts.  It  is  Figure  1. 

The  top  of  the  chart  shows  total  non-Federal  saving,  and  you  can 
see  the  proportion  absorbed  by  the  Federal  deficit.  And  you  can  see 
the  total  non-Federal  saving  has  become  very  weak  in  recent  years, 
and  the  Federal  share  being  absorbed  by  the  Federal  deficit  has 
grown  very  rapidly.  The  residual  saving,  the  net  national  saving  at 
the  bottom  is  what  is  available  for  domestic  investment. 

So  it  is  a  very  important  number,  and  you  can  see  what  the 
budget  deficit  has  been  doing  to  it.  The  structural  deficit  absorbed 
resources  that  would  otherwise  be  available  for  investment  in  the 
private  sector. 

CED  supports  selected  increases  in  public  expenditures  that  are 
critical  to  long-run  productivity  growth,  provided  they  are  economi- 
cally and  not  politically  motivated.  We  believe  this  can  be  done 
while  at  the  same  time  cutting  overall  Federal  spending.  So,  there- 
fore, what  we  are  proposing  is  a  shift  in  Federal  spending  in  the 
composition  of  Federal  spending  away  from  consumption  toward  in- 
vestment. 

The  second  chart  shows  the  share  of  Federal  spending  that  goes 
for  consumption.  This  is  0MB  data.  And  you  can  see  over  the  years 
in  the  United  States  our  budget  has  emphasized  more  and  more 
consumption  side  of  spending.  We  are  proposing,  as  the  President 
is,  that  the  composition  be  changed. 

CED,  for  example,  in  terms  of  investment  type  of  spending,  has 
supported  increased  funding  for  Head  Start,  for  WIC,  for  basic  re- 
search and  development  initiatives  and  cost-effective  infrastruc- 
ture. Many  of  the  President's  new  spending  initiatives  fall  into  this 
category. 

We  would  support  modifications  in  the  President's  proposal,  how- 
ever, providing  these  reduce  the  deficit  more  or  change  the  compo- 
sition even  more  toward  increased  investment. 
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We  urge  Congress  not  to  regard  the  President's  deficit  reduction 
target  as  the  upper  limit,  as  has  generally  been  the  case.  But  how 
much  larger  should  the  President's  deficit  reduction  package  be? 

In  this  report,  we  simulated  growth  models  to  determine  what 
would  it  take  to  get  productivity  back  to  the  earlier  levels  that  oc- 
curred prior  to  the  decrease  in  productivity  growth  in  recent  years. 
And  we  found  that  a  cut  in  the  Federal  deficit  of  $50  billion  a  year, 
a  cumulative  $750  billion  cut  over  5  years,  would  make  a  very  im- 
portant contribution,  bringing  back  economic  growth  sharply.  This 
is  considerably  larger  than  the  $473  billion  deficit  reduction  pro- 
posed by  the  President. 

For  the  longer  term,  CED  has  believed  for  many,  many  years — in 
fact,  beginning  in  1947  our  reports  indicated  that  the  appropriate 
target  for  the  budget  is  a  small  budget  surplus  when  the  budget 
deficit  is  measured  at  full  employment. 

I  want  to  talk  about  the  President's  program,  just  making  a  few 
comments.  Number  one,  about  the  fiscal  stimulus  program.  My 
view  is  that  Congress  should  reconsider  this  option.  Recent  data 
about  GNP  growth  and  employment  growth  has  shown  that  it  may 
not  be  necessary.  But  we  are  not  in  the  forecasting  game,  so  others 
may  disagree. 

If  Congress  decides  that  a  stimulus  is  appropriate,  we  believe 
that  it  should  be  undertaken  only  if  it  follows  the  following  princi- 
ples: First,  the  fiscal  stimulus  should  not  increase  the  long-term 
structural  deficit.  Secondly,  it  should  not  be  enacted  without  meas- 
ures to  ensure  that  future  deficit  reduction  measures  will  be  real- 
ized. Thirdly,  the  emphasis  should  be  placed  on  spending  and  tax 
measures  that  encourage  investment  rather  than  consumption. 

CED  believes  that  the  primary  emphasis  of  the  longer-run  pack- 
age should  be  on  spending  cuts.  But,  as  a  practical,  political 
matter,  we  realize  the  deficit  reduction  package  must  strike  a  bal- 
ance between  spending  and  tax  cuts  increases.  Carefully  designed 
and  moderate  tax  increases,  in  CED's  view,  are  less  harmful  to  the 
economy  than  persistent  structural  budget  deficits. 

The  President  has  properly  challenged  us  to  start  offering  con- 
structive additions  and  alterations  to  his  program.  We  have  pre- 
sented the  testimony  today,  and  I  am  not  going  to  go  through  them 
all,  specific  spending  and  tax  changes. 

For  example,  you  will  see  three  or  four  options  to  reduce  social 
security.  We  agree  with  the  President's  proposals  on  social  security 
to  fully  tax  social  security,  except  that  we  would  go  further  and 
eliminate  the  thresholds.  We  believe  that  the  scheduled  increase  in 
the  regular  retirement  age  should  be  accelerated,  and  we  believe 
that  if  folks  want  to  deal  with  the  COLAs,  it  would  be  better, 
rather  than  eliminating  the  COLAs,  to  affect  the  basic  benefit  in 
social  security. 

We  have  also  for  many  years  advocated  that  social  security  be 
indexed  to  the  lower  of  the  price  index  or  wage  index.  I  just  looked 
up  the  other  day,  I  think  it  is  7  of  the  last  15  years,  the  COLA 
would  have  been  smaller  if  you  had  had  such  a  provision.  And  I 
can't  think  of  any  reason  why  retired  folks  should  be  more  protect- 
ed from  inflation  than  workers.  It  seems  to  me  it  is  just  bad  eco- 
nomics to  do  that. 
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I  believe  that  the  spending  programs  should  follow  two  basic 
principles:  One,  more  rigorous  standards  for  Federal  investment 
must  be  used  to  justify  additional  spending.  Second,  spending  cuts 
should  be  affected  through  termination  or  reduction  of  specific  pro- 
grams, rather  than  across-the-board  cuts. 

The  President's  program  contains  a  list  of  additional  spending 
which  are  designated  as  investment.  Some  of  these  are  widely  rec- 
ognized to  generate  future  economic  growth,  and  CED  supports 
them.  The  Congress  should  take  a  hard  look  at  such  investment 
initiatives  and  drop  those  that  do  not  appear  to  be  cost-effective  in- 
struments for  increasing  productive  capacity.  I  think  that  there  are 
quite  a  number  that  can  certainly  be  included  in  that  category. 

On  the  tax  side,  CED  is  disappointed  that,  in  view  of  the  array  of 
rate  increases,  more  attention  was  not  paid  to  base-broadening.  Nu- 
merous tax  preferences  which  do  not  directly  encourage  productivi- 
ty, enhancing  investment  remain  in  effect. 

For  example,  we  are  disappointed  that  no  action  was  proposed  to 
phase  in  some  limitation  on  the  mortgage  interest  deduction.  This 
is  a  very  generous  deduction,  and  it  has  severely  biased  our  capital 
markets,  causing  capital  to  flow  to  housing  at  the  expense  of  pro- 
ductivity-enhancing investment.  We  believe  that  it  would  be  possi- 
ble to  revise  and  to  limit  this  deduction  in  a  way  that  capital  mar- 
kets will  raise  sufficient  investment  for  business  and  without  re- 
ducing or  eliminating  the  opportunity  for  individuals  to  own 
homes,  and  it  would  not  put  them  out  of  the  reach  of  the  middle 
class. 

We  also  believe,  as  do  most  business  groups,  that,  insofar  as  pos- 
sible, taxes  should  discourage  consumption  rather  than  investment 
and  saving.  Raising  income  tax  rates  has  the  unfortunate  effect  of 
increasing  taxes  on  saving  and  investment  as  well  as  consumption. 
The  Btu  tax  does  not  have  that  problem.  The  tax  is  on  consump- 
tion, rather  than  saving.  But  we  should  not  advertise  the  Btu  tax 
as  a  potent  environmental  measure.  The  Btu  tax  is  on  the  heat 
content  of  fuel,  not  on  the  environmental  effects  of  fuel. 

In  closing,  I  would  like  to  just  comment  briefly  on  the  budget 
process  and  reform  and  enforcement.  CED  supports  the  President's 
intent  to  extend  spending  caps  on  discretionary  spending.  It  fur- 
ther believes  that  a  complement  to  effective  control  of  discretion- 
ary spending  is  some  form  of  enhanced  revision  authority  for  the 
executive  branch  would  be  acceptable. 

The  President  also  appears  to  be  committed  to  continuing  the 
pay-as-you-go  rules  for  entitlement  spending  and  tax  cuts,  which 
we  applaud,  but  we  would  like  to  point  out  that  it  does  not  go  far 
enough  because  it  does  not  control  existing  programs.  It  is  the  ex- 
plosive growth  of  existing  entitlements  that  is  driving  the  long- 
term  deficits  to  dangerous  levels.  We  would  hope  that  you  would 
consider  some  of  the  changes  in  social  security  that  we  have  men- 
tioned. 

In  conclusion,  Mr.  Chairman,  the  administration  has  indicated 
that  it  has  limited  its  proposals  for  spending  cuts  to  those  that  it 
believes  are  politically  acceptable.  It  has  challenged  Congress  to 
propose  additional  spending  cuts.  We  hope  that  Congress  takes  this 
challenge  very  seriously  and  develops  a  deficit  reduction  package 
that  is  larger  than  that  proposed  by  the  administration. 
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For  the  first  time  in  recent  memory,  the  pubUc  seems  ready  to 
support  bold  action,  substantial  cuts,  providing  that  these  spending 
cuts  and  the  sacrifice  involved  is  widely  shared.  If  Congress  and 
the  administration  can  enact  spending  cuts  that  equitably  spread 
the  sharing  of  sacrifice,  the  economic  future  of  the  Nation  will  be 
much  brighter. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  William  J.  Beeman  follows:] 

Prepared  Statement  of  William  J.  Beeman,  Vice  President  and  Director  of 
Economic  Studies,  Committee  for  Economic  Development 

Mr.  Chairman,  it  is  indeed  a  pleasure  to  testify  before  this  Committee  as  it  ap- 
proaches difficult  and  momentous  decisions  on  Federal  budget  policy.  My  name  is 
William  Beeman  and  I  am  Vice  President  and  Director  of  Economic  Studies  at  the 
Committee  for  Economic  Development,  a  nonpartisan  research  organization  of  250 
U.S.  business  and  education  leaders.  As  many  of  you  know,  CED  has  a  longstanding 
interest  in  the  direction  of  Federal  fiscal  policy  and  is  particularly  grateful  to  have 
the  opportunity  to  comment  on  President  Clinton's  proposed  economic  program. 
Unless  otherwise  noted,  my  testimony  reflects  the  views  of  the  CED  as  set  forth  in 
its  recent  policy  statements. 

Copies  of  the  most  recent  CED  statement.  Restoring  Prosperity:  Budget  Choices  for 
Economic  Growth,  which  addresses  many  of  the  same  fiscal  issues  that  currently 
confront  the  Congress,  are  available  for  your  review.  That  statement  was  prepared 
by  a  CED  subcommittee  chaired  by  Josh  Weston,  Chairman  and  CEO  of  Automatic 
Data  Processing,  Inc. 

I  will  keep  my  comments  brief  this  afternoon  in  order  to  leave  ample  time  for 
discussion.  Before  I  begin,  however,  I  would  request  that  my  written  testimony  as 
well  as  the  executive  summary  of  Restoring  Prosperity  be  placed  in  the  record. 

Broadly,  the  stated  goal  of  the  President's  economic  program  is  to  reduce  the 
growth  of  public  and  private  consumption  and  raise  public  and  private  saving  and 
investment,  in  order  to  rebuild  a  solid  foundation  for  long-term  economic  growth. 
CED  shares  the  President's  belief  that  inadequate  saving  and  investment,  and  corre- 
spondingly excessive  consumption,  is  severely  undermining  our  prospects  for  long- 
term  economic  growth,  rising  living  standards,  and  improved  international  competi- 
tiveness of  U.S.  industry.  We  applaud  the  President  for  embracing  this  fundamental 
goal. 

CED  has  long  believed  that  the  primary  culprit  in  our  legacy  of  inadequate  invest- 
ment and  economic  growth  is  low  national  saving,  deriving  especially  from  the  huge 
and  persistent  structural  Federal  deficit,  which  in  recent  years  has  been  absorbing 
almost  70  percent  of  already  depressed  private  saving  (Figure  1).  Structural  deficits 
do  their  damage  by  absorbing  resources  which  would  otherwise  be  available  for  in- 
vestment in  the  private  sector.  Instead  of  being  productively  invested,  these  re- 
sources fund  government  spending — the  vast  majority  of  which  fuels  both  public 
and  private  consumption  at  the  expense  of  future  prosperity  (Figure  2).  CED  is 
gratified  that  there  is  growing  public  support  for  policies  that  turn  away  from  the 
temptation  to  continue  funding  today's  consumption  with  tomorrow's  prosperity  and 
confront  the  deficit  issue. 

CED  also  supports  selected  increases  in  public  expenditures  critical  to  long-term 
productivity  growth,  provided  they  are  economically  rather  than  politically  motivat- 
ed. Please  do  not  misinterpret  this.  We  support  such  increases  in  the  context  of  cuts 
in  overall  Federal  spending.  Effectively,  this  means  shifting  the  composition  of 
spending  from  consumption  to  investment.  Specifically,  CED  is  on  the  record  sup- 
porting increased  funding  for  Head  Start,  WIC,  basic  R&D  initiatives,  and  cost-effec- 
tive infrastructure.  Several  of  the  President's  new  spending  proposals  fall  into  these 
categories. 

We  would  support  modifications  to  the  President's  proposal  which  would  further 
these  two  broad  goals — deficit  reduction  and  a  shift  in  spending  priorities.  The  rest 
of  this  testimony  will  offer  the  Congress  some  guidelines  which  CED  believes  can 
build  on  the  strong  foundation  of  the  President's  proposal. 

We  would  urge  the  Congress  not  to  regard  the  President's  deficit  reduction  target 
as  an  upper  limit,  as  has  generally  been  the  case  in  recent  years.  One  of  the  ele- 
ments lacking  in  the  budget  proposals  before  Congress  is  a  rationale  for  the  amount 
of  deficit  reduction.  The  President's  program  is  estimated  to  slash  .$148.3  billion 
from  the  structural  deficit  in  the  fifth  year  of  the  program.  One  can  legitimately 
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ask  what  ultimate  economic  goals  underlie  this  number.  CED  believes  that  the  defi- 
cit reduction  package  should  be  larger  for  one  fundamental  reason:  we  need  to 
assure  a  higher  rate  of  future  economic  growth. 

Strong  economic  growth  in  the  future  is  important  not  only  for  generations  yet 
unborn,  but  for  us  as  well.  In  twenty  years  we  will  begin  to  face  the  retirement  of 
the  large  Baby  Boom  generation.  It  will  be  much  easier  to  provide  for  their  retire- 
ment if  we  have  strong  growth.  In  addition,  some  of  the  new  resources  generated  by 
stronger  growth  will  produce  additional  tax  revenue,  allowing  the  funding  of  high- 
priority  programs  that  may  otherwise  get  squeezed  out  in  tight  fiscal  times. 

However,  we  fear  that  the  President's  deficit  reduction  targets  are  not  sufficient 
to  assure  the  growth  necessary  to  meet  present  and  future  needs.  Under  the  CBO 
baseline  economic  assumptions,  the  ratio  of  Federal  debt  to  GDP  continues  to  in- 
crease even  assuming  full  implementation  of  the  President's  proposal.  (Figure  3) 
This  means  that  Federal  deficit  spending  will  continue  to  crowd  out  private  invest- 
ment, which  is  one  of  the  key  elements  of  strong  growth.  At  a  minimum,  the  debt/ 
GDP  ratio  should  be  stabilized.  Hence,  Congress  needs  to  add  to  the  Administra- 
tion's deficit  reduction  proposals,  making  sure  that  additional  cuts  generate  a  fur- 
ther net  reduction  in  the  deficit. 

But  how  much  larger  should  the  President's  package  be?  CED  believes  deficit  re- 
duction should  be  large  enough  to  restore  historical  economic  growth  rates.  In 
CED's  recent  report,  we  used  a  conventional  growth  model  to  calculate  the  approxi- 
mate amount  of  deficit  reduction  required  to  restore  the  growth  in  productivity  to 
rates  which  prevailed  until  the  beginning  of  the  growth  slowdown  in  the  early 
1970's,  and  determined  that  a  cut  of  $50  billion  per  year  was  necessary,  for  a  cumu- 
lative five-year  deficit  reduction  of  $750  billion.  In  relation  to  GDP,  this  program 
would  be  only  about  15  percent  larger  than  that  enacted  in  1990.  Nevertheless,  it  is 
substantially  larger  than  the  President's  proposal  of  $473  billion.  For  the  longer 
term,  CED  has  long  believed  that  the  appropriate  target  is  a  small  budget  surplus 
measured  at  high  employment. 

As  we  think  about  potential  deficit  reduction  targets,  we  must  not  forget  that 
there  remains  a  very  large  budgetary  question  mark,  and  that  is  the  financing  of 
future  health  care  programs.  Baseline  projections  show  that  Federal  health  care 
spending  is  the  only  major  budget  category  which  rises  as  a  share  of  GDP,  and  it 
will  rise  steadily  for  the  next  decade  in  the  absence  of  action.  CED  believes  that  any 
proposals  for  improving  health  care  delivery  should  contain  credible  mechanisms  for 
both  controlling  costs  and  fully  financing  any  additional  public  expenditures. 

CED  believes  that  the  short-run  stimulus  elements  of  the  President's  program 
need  to  be  carefully  considered.  The  question  of  whether  or  not  a  fiscal  stimulus  is 
now  appropriate  is  a  matter  of  considerable  debate,  and  CED  does  not  pretend  to  be 
in  the  economic  forecasting  business.  However,  it  appears  that  some  of  the  proposed 
stimulus  measures  are  not  likely  to  significantly  affect  employment  until  1994  or 
later.  Two  quarters  of  stronger  GDP  growth  certainly  lend  much  credence  to  a 
strengthening  recovery,  and  today's  employment  report  shows  that  365  thousand 
payroll  jobs  were  created  in  February,  bringing  a  total  of  more  than  400  thousand 
new  jobs  since  the  beginning  of  the  year.  However,  if  the  Congress  decides  that  a 
stimulus  is  appropriate,  we  would  urge  that  the  following  principles  be  followed,  so 
as  not  to  jeopardize  the  much  more  critical  long-term  economic  program:  The  fiscal 
stimulus  should  not  increase  the  long-term  structural  deficit.  Thus  stimulus  meas- 
ures should  be  temporary  or  their  future  financing  should  be  enacted  in  the  same 
legislation.  The  stimulus  package  should  not  be  enacted  without  measures  to  ensure 
that  future  deficit  reduction  measures  will  be  realized.  The  emphasis  should  be  on 
spending  and  tax  measures  that  encourage  investment  rather  than  consumption. 

CED  believes  that  the  primary  emphasis  of  the  economic  program  should  be  on 
spending  cuts.  However,  we  recognize  that  as  a  practical  political  matter  a  deficit 
reduction  package  must  strike  an  acceptable  balance  between  spending  cuts  and  tax 
increases.  Tax  increases,  even  if  they  are  earmarked  for  deficit  reduction,  often 
have  the  disadvantage  of  imposing  substantial  efficiency  losses.  There  are  many  pro- 
grams which  can  be  cut  or  eliminated  at  lower  costs  to  society  than  those  associated 
with  increased  taxes.  From  a  broad  political  standpoint,  there  is  substantial  evi- 
dence that  the  public  supports  tax  increases  only  if  the  revenues  are  used  for  deficit 
reduction  or  for  selected  high-value  programs. 

Despite  this  concern  about  tax  increases,  CED  has  believed  for  many  years  that 
carefully  designed  moderate  tax  increases  are  less  harmful  to  the  economy  than  per- 
sistent structural  budget  deficits.  If  spending  reductions  sufficient  to  meet  our 
budget  targets  cannot  be  enacted  despite  a  vigorous  attempt  to  do  so,  deficits  should 
be  reduced  by  raising  additional  taxes. 
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The  president  has  properly  challenged  us  to  start  offering  constructive  additions 
and  alternatives  to  his  proposed  program.  I  would  like  to  share  with  you  some  spe- 
cific spending  and  tax  changes  CED  believes  can  be  incorporated  into  the  program 
to  further  brighten  the  long-term  outlook  for  deficit  reduction  and  for  economic 
growth. 

CED  believes  that  further  changes  can  be  made  to  the  Social  Security  system  to 
equitably  and  permanently  reduce  its  budgetary  impact.  We  fully  support  the  Presi- 
dent's proposal  to  tax  a  portion  of  Social  Security  benefits,  but  we  further  believe 
that  the  income  thresholds  should  be  eliminated  so  that  Social  Security  is  treated 
equivalently  to  private  pensions.  There  is  no  reason  why  Social  Security  recipients 
should  receive  preferential  treatment  not  afforded  wage  earners  or  those  receiving 
private  pensions  or  even  unemployment  compensation.  Eliminating  the  thresholds 
would  raise  an  additional  $81  billion  over  the  next  five  years. 

We  further  urge  that  the  scheduled  increase  in  the  regular  retirement  age  be  ac- 
celerated and  be  accompanied  by  a  commensurate  rise  in  the  early  retirement  age. 
Though  this  will  not  save  vast  sums  of  money  overnight,  it  is  an  important  step 
toward  long-term  control  of  entitlement  spending. 

There  has  been  some  discussion  of  using  reductions  in  cost-of-living  adjustments 
(COLAs)  to  control  Social  Security  payments  as  an  alternative  to  other  measures. 
However,  should  real  reduction  in  benefit  levels  be  desired,  CED  believes  that  they 
should  be  explicitly  reduced — specific  adjustments  in  benefit  levels  relative  to  con- 
tributions— rather  than  gradually  and  arbitrarily  eroded  by  across-the-board  cuts  in 
cost-of-living  adjustments  (COLAs). 

This  does  not  mean  COLAs  cannot  be  modified  to  improve  economic  fairness.  Four 
years  ago  CED  argued  that  Social  Security  should  be  adjusted  by  a  wage  index  in 
years  when  it  is  lower  than  price  inflation.  In  fact,  this  provision  was  included  in 
the  1983  Social  Security  amendments  but  does  not  take  effect  unless  the  Social  Se- 
curity surplus  is  low,  an  unlikely  event  in  this  decade.  CED  strongly  believes  that 
such  a  provision  should  not  be  contingent  upon  the  surplus  in  the  fund.  Retirees 
should  not  be  fully  protected  from  price  increases  in  years  when  wage  earners  are 
not  so  protected. 

In  addition  to  the  above  specific  suggestions  to  control  social  security,  CED  also 
believes  cuts  can  be  made  in  other  parts  of  the  President's  budget.  I  believe  that  the 
program  should  follow  two  basic  principles  with  respect  to  spending:  (1)  More  rigor- 
ous standards  for  Federal  investment  must  be  used  to  justify  additional  spending; 
and  (2l  spending  cuts  should  be  effected  through  termination  or  reduction  of  specific 
programs  rather  than  across-the-board  cuts.  If  the  President's  proposal  is  enacted, 
overall  spending  is  still  projected  to  rise  substantially  in  real  terms  over  the  next 
five  years.  The  only  major  spending  category  which  declines  in  real  terms  is  de- 
fense. Congress  can  and  should  improve  on  the  President's  program. 

The  President's  program  contains  a  list  of  additional  spending  designated  as  in- 
vestment. Some  of  these  activities  (Head  Start,  WIC,  R&D  are  prominent  examples) 
are  widely  recognized  to  generate  future  economic  growth  and  have  CED's  support. 
However,  there  is  other  new  "investment"  spending  which  is  unlikely  to  increase 
the  Nation's  productive  capacity  or  to  do  so  in  a  cost-effective  manner.  Some  of  my 
favorites  are  increased  subsidies  for  housing,  weatherization  grants,  and  tree  plant- 
ing. The  Congress  should  take  a  hard  look  at  such  "investment"  initiatives  and  drop 
those  that  do  not  appear  to  be  cost-effective  instruments  for  raising  our  productive 
capacity. 

While  the  proposals  to  cut  spending  by  an  across-the-board  Federal  pay  freeze  and 
elimination  of  100,000  Federal  jobs  will  save  a  substantial  amount  of  money  over 
the  medium  term,  they  do  not  represent  a  permanent  shift  in  priorities  among  pro- 
grams. They  could,  however,  assure  that  some  existing  agencies  will  be  unable  to 
carry  out  their  duties  adequately.  In  my  view,  wage  freezes  and  across-the-board  job 
cuts  are  a  very  poor  management  technique.  The  pay  freeze  and  formula  job  cuts 
should  be  replaced  by  cuts  in  personnel  and  other  expenses  on  a  program  by  pro- 
gram basis.  Considering  the  sheer  number  and  longevity  of  Federal  programs,  it  is 
hard  to  believe  that  only  a  dozen  were  deemed  to  be  nonessential  and  targeted  for 
elimination. 

On  the  tax  side  of  the  ledger,  CED  was  disappointed  that,  in  view  of  the  array  of 
rate  increases,  more  attention  was  not  paid  to  base-broadening.  Numerous  tax  pref- 
erences, which  do  not  directly  encourage  productivity-enhancing  investments, 
remain  in  effect.  For  example,  no  action  was  taken  to  phase  in  some  limitation  of 
the  mortgage  interest  deduction.  This  very  generous  deduction  severely  biases  the 
tax  code  in  favor  of  residential  investment.  While  home  ownership  is  part  of  the 
American  dream,  it  should  not  be  heavily  subsidized  at  the  expense  of  productivity- 
enhancing  investment  in  plants  and  equipment.  CED  believes  that  the  subsidy  can 
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be  reduced  and  better  targeted.  This  would  "level  the  playing  field"  in  capital  mar- 
kets as  well  as  raise  revenue  for  deficit  reduction,  all  while  assuring  that  the  oppor- 
tunity to  own  a  home  is  not  put  out  of  reach  of  middle  class  families. 

The  only  tax  preferences  included  in  the  President's  "investment"  proposals  that 
appear  to  be  justified  on  grounds  of  enhancing  productivity  are  the  extension  of  the 
Research  and  Experimentation  tax  credit  and  an  incremental  credit  on  equipment 
investment.  I  should  note,  finally,  that  the  proposed  increase  in  the  earned  income 
tax  credit  may  be  warranted  on  other  grounds,  but  not  by  reason  of  any  impact  on 
investment. 

Insofar  as  possible,  taxes  should  discourage  consumption  rather  than  saving  and 
investment.  Raising  income  tax  rates  has  the  unfortunate  effect  of  increasing  taxes 
on  saving  and  investment  as  well  as  consumption.  The  proposed  BTU  tax,  however, 
does  tax  consumption  rather  than  saving  and  investment.  We  should  not  pretend, 
however,  that  a  Btu  tax  is  a  potent  environmental  measure,  as  some  have  argued.  If 
one  was  concerned  about  excessive  pollution,  one  presumably  would  have  proposed  a 
tax  on  emissions  or  on  the  pollution  content  of  fuel,  not  on  its  energy  content.  Fur- 
thermore, the  increased  energy  prices  resulting  from  the  BTU  tax  are  not  large,  in- 
dicating that  the  effects  on  overall  conservation  will  probably  not  be  large.  From  a 
fiscal  policy  viewpoint,  the  advantage  of  a  Btu  tax  is  the  potential  for  large  revenue 
gains  due  to  the  broad  base  of  the  tax,  but  the  base  of  energy  taxes  is  not  as  broad 
as  more  general  consumption  taxes. 

In  closing,  I  would  just  like  to  comment  briefly  on  budget  process  reform  and  en- 
forcement, since  these  will  affect  the  implementation  of  the  economic  program. 

CED  supports  the  President's  intent  to  extend  spending  caps  on  discretionary 
spending.  However,  as  I  noted  above,  only  defense  discretionary  spending  actually 
falls  in  real  terms.  Nondefense  discretionary  spending  grows  in  real  terms  each 
year.  We  believe  spending  caps  can  and  should  enforce  more  budget  discipline  in 
terms  of  nondefense  discretionary  programs. 

CED  further  believes  that  a  complement  to  effective  control  of  discretionary 
spending  is  some  form  of  enhanced  rescission  authority  for  the  executive  branch,  by 
which  the  Congress  is  obligated  to  vote  on  the  President's  requests  to  rescind  discre- 
tionary spending.  Though  the  amount  of  money  involved  is  likely  to  be  small  com- 
pared to  many  other  actions,  the  symbolism  of  such  a  measure  could  encourage 
fiscal  discipline  for  other  spending. 

The  President  appears  committed  to  continuing  the  pay-as-you-go  rules  for  entitle- 
ment spending  and  tax  cuts,  which  CED  applauds.  However,  this  merely  prevents 
an  unfinanced  expansion  of  entitlements  or  reductions  in  taxes.  It  does  not  reduce 
the  growth  of  existing  entitlement  programs,  and  it  is  the  explosive  growth  in  enti- 
tlements that  is  driving  the  long-term  deficits  to  dangerous  levels.  It  is  thus  critical 
that  entitlement  reform,  particularly  with  regard  to  health  and  Social  Security,  be 
permanent  and  far  reaching. 

CONCLUSION 

The  Administration  has  indicated  that  it  limited  its  proposals  for  spending  cuts  to 
those  that  it  believes  are  politically  acceptable.  It  has  challenged  Congress  to  pro- 
pose additional  spending  cuts.  We  hope  that  Congress  takes  this  challenge  very  seri- 
ously and  develops  a  deficit  reduction  package  that  is  larger  than  that  proposed  by 
the  Administration.  For  the  first  time  in  recent  memory,  the  public  seems  ready  to 
support  substantial  cuts  providing  that  the  sacrifice  is  widely  shared.  If  Congress 
and  the  Administration  can  enact  additional  spending  cuts  that  equitably  spread 
the  sharing  of  sacrifice,  the  economic  future  of  the  Nation  will  be  brighter. 
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Figure  1 

FEDERAL  DEFICITS  AND  NATIONAL  SAVING 

as  a  porcentago  of  net  domostic  product 
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Figure  2 

FEDERAL  PROGRAM  SPENDING  BY  BROAD  PURPOSE 
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Figure  3 

FEDERAL  DEBT  HELD  BY  THE  PUBLIC,  1960-98 

as  a  percentage  of  GDP 
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Chairman  Sabo  [presiding].  Thank  you  for  your  thoughtful  testi- 
mony. I  am  sorry  I  missed  a  portion  of  it  because  I  had  to  go  out  of 
the  room,  but  we  appreciate  your  comments. 

Mr.  PoMEROY.  Mr.  Beeman,  I  found  your  testimony  to  be  very  in- 
teresting, and  please  believe  that  many  of  your  fundamental  con- 
clusions are  under  consideration  by  this  committee  as  we  work  on 
the  budget. 

I  also  commend  you  for  the  credibility  of  your  research  product, 
but  there  are  a  couple  of  issues  relative  to  health  that  I  would  like 
to  pursue  with  you.  You  indicate  the  notion  of  linking  social  securi- 
ty escalators  to  wages  rather  than  prices.  Isn't  it  a  fact  that  the 
wage  growth  has  undoubtedly  been  slowed  due  to  the  medical  infla- 
tion experienced  in  the  employee  benefit  package?  In  evaluating 
the  wage  scale,  you  don't  count  the  escalating  value  of  the  employ- 
ment benefit  package,  do  you? 

Mr.  Beeman.  The  way  the  Social  Security  Administration  does  it, 
I,  frankly,  don't — I  have  looked  at  their  numbers,  but  I  do  not 
know  where  they  get  them  from.  My  idea  would  be,  if  I  were  going 
to  use — I  would  use  a  very  broad  measure  of  wages  which  would 
include  all  benefits,  including  the  benefits  of  health  benefits. 

Mr.  PoMEROY.  Oh? 

Mr.  Beeman.  Those  measures  are  readily  available. 

Mr.  Pomeroy.  That  was  a  point  of  contention  with  you  that  I 
thought  I  had.  I  guess  I  don't. 

Mr.  Beeman.  The  point  I  think  here  is  the  principle  that  we 
want  to  emphasize,  and  the  principle  is  that  there  really  is  no 
reason  to  protect  retired  people  from  inflation  more  than  workers 
are.  As  a  matter  of  fact,  under  some  circumstances,  where  you 
have  a  shift  in  terms  of  trade,  such  as  an  increase  in  the  price  of 
imported  oil,  by  definition,  there  must  be  a  reduction  in  living 
standards.  And  if  some  sectors  are  fully  insulated  by  indexing  their 
benefits  to  prices,  that  means  the  other  sectors,  which  are  primari- 
ly workers,  are  going  to  have  to  take  a  bigger  hit.  It  seems  to  me 
that  just  isn't  equitable,  and  it  is  very  bad  economics. 

Mr.  Pomeroy.  The  most  explosive  growth  of  consumption  spend- 
ing in  this  country,  aside  from  the  deficit,  would  be  the  ever-grow- 
ing portion  of  GNP  attributable  to  medical  services  spending. 
Would  you  agree? 

Mr.  Beeman.  Yes. 

Mr.  Pomeroy.  The  CED  studies  mentioned  on  the  back  of  your 
pamphlet  do  not  indicate  a  study  on  health. 

Mr.  Beeman.  We  have  a  study  on  health,  sir,  but  I  think  it  is 
about  7  years  old  or  something  of  that  sort.  But  I  would  be  happy 
to  provide  it  to  you.  It  emphasizes,  strongly  emphasizes,  the  impor- 
tance of  using  market-based  solutions.  I  really — I  am  not  sure  if 
that  is  the  direction  we  are  going  in  now.  I  don't  know  if  any  of  us 
know  what  direction  we  are  going  in. 

Mr.  Pomeroy.  Had  we  launched  a  reform  measure  7  years  ago,  I 
think  that  we  would  have  had  a  much  wider  window  of  opportunity 
to  see  if  market-based  solutons  worked  or  not.  Regrettably,  we  are 
approaching  reform  now,  7  years  after  your  study  undoubtedly 
noted  certain  elements  of  the  crisis  beginning  to  present  them- 
selves. 
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Mr.  Beeman.  Oh,  yes.  It  noted  the  price  increase,  and  it  had  rec- 
ommendations for  reforms,  and  I  would  be  happy  to  provide  it  for 
you.  Some  of  the  data  and  so  forth  would  need  updating. 

Mr.  PoMEROY.  I  would  appreciate  that.  In  addition,  I  would  en- 
courage you  to  update  your  study.  We  need  your  help  on  this.  We 
are  wrestling  with  a  terrible  problem,  a  problem  that  was  allowed 
to  fester.  I  understand  that  C.  Everett  Koop  has  described  us  as 
having  slipped  into  chaos.  We  are  in  a  health  care  crisis,  and  yet 
nothing  will  be  done  until  we  are  in  chaos.  I  certainly  hope  that 
that  is  not  the  case. 

But,  in  trying  to  wrestle  this  problem  down,  I  am  afraid  our  op- 
tions are  much  worse  than  they  were  7  years  ago.  Probably  nothing 
we  do  will  have  as  much  long-term  ramification  on  whether  we 
make  meaningful  deficit  reduction  than  the  health  care  issue.  So 
your  organization's  assistance  in  our  analysis  of  what  to  do  at  this 
juncture  would  be  an  extremely  useful  contribution,  I  believe. 

Mr.  Beeman.  I  will  be  happy  to  send  you  those  materials. 

Mr.  PoMEROY.  How  about  an  update? 

Mr.  Beeman.  Well,  that  is  a  decision  of  our  trustees,  whether 
they  want  to  do  that.  Our  process  is  such  it  would  probably  take  a 
year.  I  don't  know  if — or  6  months  or  something  of  that  sort.  But  I 
will  make  inquiries  to  see  if  that  is  possible. 

Mr.  PoMEROY.  I  strongly  encourage  you  to.  In  my  opinion,  the 
business  community  that  has  footed  most  of  the  bill  for  the  private- 
pay  component  of  our  present  health  care  system  has  a  tremendous 
opportunity  to  help  policy  makers  figure  this  one  out;  and  we  cer- 
tainly could  use  your  help. 

Mr.  Beeman.  We  will  do  our  best. 

Chairman  Sabo.  Thank  you  very  much. 

Let  me  now  welcome  some  Minnesotans  from  the  Citizens  Jury 
from  Minneapolis,  Mr.  Ned  Crosby,  Ms.  Linda  Hicks  and  Mr.  Jack 
Goleboski. 

STATEMENTS  OF  NED  CROSBY,  LINDA  HICKS  AND  JACK 
GOLEBOSKI,  CITIZENS  JURY,  MINNEAPOLIS,  MINNESOTA 

Mr.  Crosby.  Mr.  Chairman,  members  of  the  committee,  I  would 
like  to  thank  you  very  much  for  inviting  us  here  today  to  speak 
with  you. 

Mr.  Sabo,  you  have  been  my  Congressman  for  15  or  20  years — I 
forget  how  long — and  I  am  a  little  reluctant 

Chairman  Sabo.  Fourteen,  going  on  15. 

Mr.  Crosby.  I  am  reluctant  to  sit  here  and  read  at  you,  since  we 
know  each  other.  So  with  your  permission,  I  would  like  to  submit  a 
written  document  for  the  record. 

Chairman  Sabo.  We  will  put  the  entire  document  in  the  record. 

Mr.  Crosby.  And  also  those  of  Ms.  Hicks  and  Mr.  Goleboski  as 
well. 

And  what  I  would  like  to  do  is  to  sort  of  skim  through  and  indi- 
cate to  you  why  we  are  here  and  what  we  think  we  have  to  say. 

The  first  thing  is  that  we  are  part  of  a  unique  effort  to  bring  to- 
gether a  microcosm  of  the  public  to  review  difficult  public  policy 
questions  facing  the  United  States.  The  Citizens  Jury  process, 
therefore,  in  January  drew  from  a  national  sample  24  jurors  who 
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were  balanced  on  age,  education,  race,  geographic  location,  gender, 
and,  in  particular,  upon  an  issue  as  to  where  they  stood  regarding 
tax  increases  or  tax  decreases. 

Our  survey  indicated  that  46  percent  of  the  people  in  the  country 
would  like  to  see  a  tax  decrease  and  only  17  percent  a  tax  increase. 
What  that  meant  was  that,  when  our  24  jurors  arrived,  11  of  them 
had  the  attitude  that  they  would  prefer  to  see  a  tax  decrease  and 
only  four  wanted  a  tax  increase.  What  was,  therefore,  remarkable 
was  that,  at  the  end  of  5  days  of  hearings  and  testimony,  they 
voted  by  a  three-quarters  majority  to  raise  their  own  taxes  by  $70 
billion  in  fiscal  year  1997.  We  think  it  is  a  unique  effort  of  attempt- 
ing to  get  people  to  look  in  depth  at  what  faces  them. 

So  I  would  like  to  make  a  comment  with  regard  to  how  they  ar- 
rived at  this  information.  Like  the  group  of  high  school  students 
who  were  here  testifying  before  you,  we  considered  using  the  CBO 
deficit  reduction  book  as  a  way  of  letting  our  jurors  see  what  they 
might  cut.  But  we  decided  that  it  was  unfair  only  to  ask  them  to 
make  cuts,  that  they  should  be  apprised  of  possibilities  for  increas- 
ing spending  as  well. 

So  that  in  my  written  testimony  on  the  last  two  pages,  if  you 
take  a  look,  you  will  see  that  on  the  second  to  the  last  page  of  the 
testimony,  there  is  a  category  of  government  called  Other  Govern- 
ment, and  you  will  notice  that  they  cut  $4  billion  in  fiscal  year 
1997  from  Other  Government.  What  is  hidden  in  there  is  that  they 
actually  cut  $14  billion  so  that  they  could  include  $10  billion  for 
research  and  development.  So  that  this  was  not  just  an  effort  to  see 
how  far  they  could  cut  taxes  and  spending,  it  was  an  effort  to  see 
what  might  be  increased  as  well  as  decreased. 

The  other  point  that  I  would  like  to  touch  upon  is  the  very  inter- 
esting thing  that  they  did  with  regard  to  health  care.  Because  the 
jurors  took  a  look  at  a  health  care  program  which  was  presented 
by  a  colleague  of  Mr.  Webber,  former  Representative  from  Minne- 
sota, and  also  took  a  look  at  a  health  care  program  presented  by 
Jeremy  Rosner  of  the  Progressive  Policy  Institute.  They  debated 
the  pros  and  cons  of  what  should  be  done  about  health  care,  and, 
interestingly  enough,  decided  that  they  would  vote  an  additional 
$20  billion  to  be  spent  in  fiscal  year  1997  in  order  to  adopt  a  pro- 
gram of  managed  competition.  They  were  told  that  what  was  going 
to  happen  is  that  the  projections  were  that  there  were  going  to  be 
$70  billion  in  increased  costs,  $50  billion  worth  of  cuts.  And  they 
were  willing  to  do  something  as  drastic  as  advocating  a  $20  billion 
increase  in  health  care  in  order  to  try  to  get  the  system  working 
again  as  they  thought  it  ought  to. 

So  that  when  you  compare  overall  where  our  jurors  came  out 
with  regard  to  President  Clinton's  proposals  in  his  State  of  the 
Union  message,  you  will  discover  that  the  two  proposals  are  really 
amazingly  similar.  In  the  area  of  tax  increases,  both  the  President 
and  the  Citizens  Jury  came  up  with  recommendations  of  about  $70 
billion  of  tax  increases  for  fiscal  year  1997;  and,  with  regard  to  pro- 
gram cuts,  it  appears  initially  as  though  President  Clinton  was  sug- 
gesting more  cuts.  But,  in  point  of  fact,  our  jurors  included  the  $20 
billion  increase,  along  with  the  rest  of  their  cuts.  And  so  they 
really  were  biting  the  whole  bullet  and  dealing  with  health  care  in 
the  budget  that  they  proposed. 
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I  don't  want  to  go  on  at  continued  length  because  we  have  two  of 
the  jurors  here  to  talk  with  you;  and,  to  show  you  that  we  want  to 
present  all  sides,  one  of  the  representatives  selected  by  the  jurors, 
Ms.  Linda  Hicks,  is  fully  in  support  of  the  process  that  we  used  and 
the  conclusions  that  were  reached,  and  Mr.  Goleboski  has  some  res- 
ervations about  what  we  did.  So,  although  this  was  debated  and 
there  were  many  pros  and  cons  that  were  said  and  the  final  vote 
on  the  budget  was  17  to  7,  there  were  those  who  disagreed,  and  I 
would  like  to  now  turn  it  over  to  the  jurors  for  their  comments  on 
what  was  done. 

[The  prepared  statement  of  Ned  Crosby  follows:] 


86 


TESTIMONY  TO  THE  HOUSE  BUDGET  COMMITTEE 

BY  NED  CROSBY 

MARCH  5,  1993 

My  name  is  Ned  Crosby.   I  am  Chair  and  founder  of  the  Jeffer- 
son Center,  a  non-partisan,  non-profit  political  research  organ- 
ization located  in  Minneapolis.   I  am  political  scientist  by 
training,  having  received  my  Ph.D.  from  the  University  of  Minn- 
esota in  1973.   Since  creating  the  Jefferson  Center  in  1974,  I 
have  worked  to  find  ways  to  make  the  voices  of  ordinary  citizens 
heard  on  the  policies  that  affect  their  lives. 

I  am  here  this  afternoon  to  present  the  results  of  a  Citizens 
Jury^"'  panel  held  in  Washington  in  January  which  reviewed  the 
federal  budget  and  made  recommendations  about  how  to  deal  with 
some  of  the  tough  choices  facing  America. 

What  the  jurors  recommended  was  a  combination  of  tax  hikes  and 
spending  cuts  to  reduce  the  deficit  and  provide  for  universal 
health  care.   They  saw  deficit  reduction,  and  its  resulting  lower 
interest  rates,  and  control  of  health  care  costs  as  the  best 
possible  economic  growth  package.   But  before  you  hear  more 
detail  about  their  recommendations,  let  me  introduce  those  who 
will  testify  with  me  and  also  give  you  some  background  on  the 
Citizens  Jury  method  itself. 

Along  with  me  are  Linda  Hicks,  a  social  worker  from  Lowman, 
New  York  and  Jack  Goleboski,  a  commodities  broker  from  Jersey 
City,  N.J.   Both  of  them  were  selected  at  random  from  a  nation- 
wide survey  to  serve  as  jurors.   At  the  end  of  the  project,  they 
were  elected  by  their  fellow  jurors  to  represent  the  group.   The 
other  two  representatives,  Philip  Grant  of  Klamath  Falls,  OR,  and 
Clair  Parsh  of  Sacramento,  CA,  were  not  able  to  be  here  today. 

I  want  to  thank  the  committee,  particularly  its  chair, 
Martin  Sabo,  my  congressman,  for  inviting  our  testimony  today. 
I  have  a  complete  copy  of  the  jurors'  report  to  file  with  the 
committee  along  with  a  detailed  analysis  of  how  the  jurors 
recommendations  stack  up  along  side  President  Clinton's  pro- 
posals.  I'll  begin  our  testimony  with  some  background  on  the 
Citizens  Jury  process,  give  a  brief  overview  of  the  recommenda- 
tions of  the  Citizens  Jury,  and  then  ask  the  two  jurors  to  give 
their  own  impressions  of  the  process  and  its  conclusions.   Then 
we  will  be  happy  to  take  whatever  time  you  have  for  questions. 

The  Citizens  Jury  Process 

The  Citizens  Jury  process  is  the  creation  of  the  Jefferson 
Center.   It  is  a  method,  tested  now  for  almost  two  decades,  to 
elicit  the  considered  views  of  a  microcosm  of  the  public  on 
critical  issues  facing  their  communities  or  the  nation  as  a 
whole. 

I  need  not  uell  you  about  the  effects  of  modern  communication 
tools  on  citizen  input  to  elected  officials.   Although  many 
elected  representatives  spend  a  great  deal  of  time  listening  to 
the  wishes  of  their  constituents,  these  efforts  are  often  over- 
whelmed by  public  opinion  polls,  direct  mail  campaigns  and  call- 
in  talk  shows  which  are  orchestrated  by  a  relative  handful  of 
clever  lobbyists  and  talk  show  hosts. 
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A  Citizens  Jury,  on  the  other  hand,  is  conducted  to  help  a 
representative  cross-section  of  citizens  escape  from  manipulative 
tactics  and  make  sense  of  the  immense  amount  of  conflicting 
information  which  comes  their  way  on  a  daily  basis. 

The  jurors  are  selected  at  random  and  balanced  so  as  to  be  a 
microcosm  of  the  community  or  nation  from  which  they  are  drawn. 
They  are  paid  to  attend  hearings  to  become  informed  about  the 
topic  at  hand  and  to  discuss  it  with  each  other.   Hearings 
typically  last  4  or  5  days  on  a  single  issue.   The  number  of 
jurors  depends  on  the  complexity  of  the  issue  and  the  geographic 
region  to  be  covered,  but  rarely  do  we  work  with  less  than  18  or 
more  than  72 . 

The  information  presented  to  the  jurors  must  come  from  several 
different  points  of  view  and  be  presented  in  a  way  which  is  fair 
to  the  concerned  parties.   Usually  this  is  done  through  wit- 
nesses.  The  jurors  are  given  the  opportunity  to  evaluate  the 
process  and  make  public  their  views  at  the  project's  conclusion. 
We  are  very  proud  that  in  our  last  three  projects,  over  85%  of 
the  jurors  have  given  us  the  top  possible  grade  on  the  fairness 
with  which  the  hearings  were  conducted. 

The  "Tough  Choices"  Citizens  Jury  of  January,  1993 

The  Citizens  Jury  project  held  in  Washington  from  January  10 
through  14  of  this  year  was  charged  with  examining  what  should  be 
done  to  make  America  strong  and  healthy  in  the  21st  century.   The 
24  jurors  were  selected  by  a  random  telephone  survey  conducted 
nationwide  in  November,  1992.   The  panel  was  balanced  to  be  a 
microcosm  of  America  in  terms  of  age,  gender,  education,  race, 
geographic  locale,  '92  presidential  choice,  and  attitude  toward 
taxes  and  spending.   The  jurors  were  paid  $600  plus  their  expen- 
ses to  come  to  Washington  for  their  five   days  of  meetings. 

During  the  five  days  of  hearings,  the  jurors  used  the  August, 
1992,  Congressional  Budget  Office  projections  for  fiscal  year 
1997  as  the  basis  for  all  their  discussions.   They  heard  from  two 
teams  of  policy  analysts,  a  conservative  team  led  by  former  Con- 
gressman Vin  Weber  and  a  liberal  team  led  by  economics  writer 
Robert  Kuttner.  President  Clinton's  Putting  People  First  budget 
from  the  1992  campaign  was  presented  to  the  jurors  in  detail. 
The  jurors  also  had  the  opportunity  to  question  Sen.  David  Pryor 
of  Arkansas  on  what  he  saw  as  the  president's  key  priorities. 

As  I  mentioned  earlier,  we  used  a  national  poll  question  to 
balance  the  jury  on  their  attitude  toward  taxes  and  spending. 
Our  survey,  like  the  Los  Angeles  Times,  whose  question  we  used, 
showed  that  last  November  only  17%  of  citizens  wanted  a  tax  hike, 
while  46%  did  not,  with  the  rest  undecided  or  wanting  things  to 
stay  the  same.    And  so  like  the  nation  as  a  whole,  these  jurors 
arrived  with  11  of  the  24  favoring  tax  cuts  and  only  4  of  the  24 
favoring  tax  increases . 

But  after  exploring  the  budget  issues  in  greater  depth  than 
any  other  representative  sample  of  America,  fully  three-quarters 
of  the  jurors  ended  up  supporting  a  $70  billion  tax  increase,  $20 
billion  of  which  came  from  an  energy  tax,  $20  billion  from  taxes 
on  alcohol  and  tobacco,  and  $30  billion  from  taxes  on  higher 
income  individuals.   They  rejected  increases  in  the  gas  tax  as 
too  narrow  and  rejected  corporate  tax  hikes  believing  they  would 
just  be  passed  on  to  consumers. 
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The  jurors  were  especially  concerned  about  making  government 
policy  makers  accountable  to  the  public.   They  reported  several 
instances  of  "roads  and  bridges  to  nowhere"  in  their  communities 
and  wanted  the  waste  cut  out  of  spending  for  physical  infrastruc- 
ture projects  before  they  would  entertain  suggestions  for 
additional  spending. 

The  jurors'  package  achieved  a  deficit  reduction  slightly  less 
than  the  level  President  Clinton  has  since  proposed,  but  their 
package  achieved  that  reduction  while  including  increased  health 
care  funding  to  make  possible  universal  care  through  a  system  of 
managed  competition.   The  jurors'  package  suggested  only  minor 
changes  in  entitlements,  including  increased  taxation  of  benefits 
for  those  with  high  incomes,  but  no  major  cuts  in  Social  Security 
benefits.   The  jurors  suggested  a  strong  need  for  job  retraining 
for  defense  workers  and  the  poor,  and  recommended  greater  funding 
for  job  education. 

When  asked  about  priorities,  the  jurors  overwhelming  cited 
government  accountability,  economic  growth  and  health  care. 
Conservative  and  liberal  jurors,  alike,  opted  for  sacrifice  now 
to  make  the  world  better  for  their  grandchildren. 

Conclusions 

The  crisis  we  face  in  America  is  not  just  an  economic  or 
social  one,  it  is  a  democratic  crisis.   It  is  a  devaluing  of 
citizen  opinion  and  republican  government  through  the  exaltation 
of  opinion  polling,  rageful  talk  shows,  scripted  dialogue  and 
phone  banked  constituent  calls  and  letters.   Is  it  not  insane 
that  the  White  House  feels  it  has  to  commission  a  phone  and  mail 
campaign  through  the  Democratic  Party  to  get  a  fair  hearing  from 
the  public  and  Congress  on  its  budget  proposals? 

There  is  a  unwavering  solidity  and  common  sense  in  the  in- 
formed, thoughtful  opinion  of  the  American  people.   I  urge  you  to 
examine  the  opinion  of  this  Citizens  Jury  panel,  of  these  24 
ordinary  Americans  who  studied,  questioned  and  deliberated,  and 
recommended  sacrifices  for  themselves  and  their  fellow  citizens. 
I  would  also  urge  you  to  look  to  more  such  forums   as  an  oppor- 
tunity to  take  the  entertainment  business  out  of  politics  and 
show  a  decent  respect  for  common  wisdom  and  courage  of  the 
American  people. 

We  at  the  Jefferson  Center  would  be  pleased  to  design  future 
projects  on  the  federal  budget  so  that  Members  of  Congress  had 
the  considered  views  of  a  real  cross-section  of  the  public  to  aid 
them  in  making  their  decisions.   We  make  no  pretense  that  we 
should  be  in  the  business  of  helping  any  single  Member  of  Con- 
gress interact  more  effectively  with  his  or  her  constituents. 
But  we  do  submit  that  we  can  provide  a  reflective  citizen  input 
which  represents  the  nation  as  a  whole  much  more  effectively  than 
attitudes  which  now  bombard  Congress  as  the  result  of  the  elec- 
tronic tools  of  manipulation  which  are  in  such  wide  use. 

Attached  as  an  appendix  to  this  testimony  are  the  findings  and 
recommendations  of  the  Tough  Choices  Citizens  Jury,  as  well  as  a 
comparison  of  their  budget  proposals  to  those  made  by  President 
Clinton  in  his  state  of  the  union  message. 

Mr.  Chairman,  I  wish  to  thank  you  and  the  House  Budget  Commit- 
tee for  the  opportunity  to  appear  here  today. 
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FITTINGS  AND  RECOMMENDATIONS 

Introduction 

Our  findings  and  recommendations  are  presented  in  three  sections.  First,  we 
summarize  the  process  we  went  through  in  order  to  arrive  at  our  findings.  Second,  we 
answer  the  six  questions  put  to  us  in  Uie  charge.  Then  in  the  third  section  we  review 
our  budget  recommendations  and  compare  them  to  three  sets  of  proposals:  those  made 
by  President  Clinton  during  the  campaign,  those  made  by  Robert  Kuttner,  representing  a 
liberal  point  of  view,  and  those  made  by  Vin  Weber,  representing  a  conservative  point  of 
view. 

Steps  in  the  Process 

These  are  the  steps  we  went  through  to  arrive  at  our  proposed  budget.  In  all  of 
our  discussions,  we  dealt  with  FY  1997,  using  as  our  baseline  the  Congressional  Budget 
Office  (CBO)  figures  for  that  year. 

1 .  On  Days  1  and  2  of  the  hearings,  we  were  presented  with  three  points  of  view:  the 
proposals  made  by  President  Clinton  during  the  campaign,  a  Conservative  point  of 
view  presented  by  Vin  Weber,  and  a  Liberal  point  of  view  presented  by  Robert 
Kuttner.  Each  of  these  views  was  backed  up  by  written  materials  on  the  six  major 
spending  areas  of  the  federal  budget  and  on  revenues  and  deficit  (See  Appendices). 

2.  On  Days  3  and  4,  we  broke  into  small  committees  to  review  federal  spending  (divided 
into  the  six  major  categories),  the  deficit,  and  revenues.  Each  of  the  expenditure 
groups  came  up  with  specific  recommendations  regarding  government  spending  in 
its  area.  The  deficit  committee  arrived  at  a  target  for  the  deficit.  The  revenue 
committee  came  up  with  an  overview  of  how  taxes  might  be  raised  if  it  were 
necessary  to  increase  them  by  as  much  as  S1(X)  billion.  The  committee  reports  are 
found  in  the  Appendices. 

3.  On  the  afternoon  of  Day  4  and  in  the  first  hour  of  Day  5,  we  reviewed  our  six 
spending  committee  findings.  Each  was  discussed  in  detail  and  the  amount  to  be 
spent  in  FY  1997  was  agr^  upon.  Although  we  increased  spending  in  some  areas 
and  decreased  it  in  others,  the  total  was  very  close  to  current  CBO  projections  for  FY 
1997. 

4.  We  then  reviewed  the  recommendation  of  the  revenues  committee  and  decided  what 
to  do  if  we  wanted  to  raise  taxes.  Our  decision  was  that  if  we  had  to  raise  taxes  by 
up  to  $20  billion,  this  would  be  done  through  taxes  on  alcoholic  beverages  and 
tobacco;  if  another  $30  bUlion  were  needed,  this  would  come  ft-om  a  tax  on  persons 
with  incomes  over  $200,(XK);  and  if  another  $20  billion  were  needed,  this  would 
come  from  an  energy  tax.  We  agreed  that  this  order  of  increasing  revenues  was  the 
most  appropriate.  Taxes  on  tobacco  would  be  more  than  tripled  and  taxes  on 
alcohol  more  than  doubled  to  reach  the  figure,  and  even  the  smokers  among  us 
agreed  with  this  tax.    The  tax  on  the  wealthy  is  virtually  the  same  as  proposed  by 
President  Clinton  in  his  campaign.  Finally,  the  energy  tax  would  be  a  broad-based 
tax  on  all  sources  of  energy.  Compared  to  a  straight  gasoline  tax,  it  would  have  a 
smaller  impact  on  an  individual  driver. 

5.  At  this  point,  we  had  a  gap  of  about  S90  billion  between  our  spending  target  and  our 
deficit  target,  which  the  deficit  committee  recommended  be  set  at  S200  billion.  This 
gap  would  have  to  be  closed  through  further  spending  cuts,  by  raising  taxes,  or  by 
raising  our  deficit  target.  In  light  of  this,  we  spent  another  two  hours  looking  at  our 
spending  targets  and  came  up  with  recommendations  for  spending  which  were  S26 
billion  lower  than  CBO  projections. 

6.  We  then  reviewed  what  to  do  to  make  up  the  gap  of  $64  billion  between  our 
spending  and  deficit  targets.  After  some  discussion,  we  decided  to  adopt  the  full  S70 
billion  of  tax  increases  we  had  discussed  earlier,  thereby  lowering  our  initial  deficit 
target  from  $200  billion  to  $194  billion. 
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7.   Finally,  we  went  through  the  charge  to  answer  the  questions  about  tough  choices 
and  sacrifices.  We  discovered  that  the  specific  budget  we  arrived  at  incorporated 
many  of  our  feelings  about  the  kinds  of  tough  choices  and  sacrifices  which  should 
be  made.  What  is  reported  as  our  decision  is  the  majority  vote. 

Answers  to  the  Charge 

1 .  What  are  the  most  significant  tough  choices  we  face  if  America  is  to  be  strong  and 
healthy  in  the  21st  century? 

It  is  very  difficult  to  raise  taxes,  but  we  concluded  that  it  has  to  be  done  in  order  to 
provide  needed  services  as  well  as  start  to  bring  down  the  deficit.  We  faced  up  to 
the  difficulty  of  cutting  budget  areas  in  defense,  physical  infrastructure.  Social 
Security,  and  other  government  programs  such  as  space  and  agricultural  subsidies. 
The  cuts  were  hard  but  we  felt  we  could  not  leave  the  deficit  burden  for  our  children 
and  future  g^iierations  to  bear.  We  also  provided  smaller  increases  than  some 
wanted  in  social  infrastructure  spending. 

We  were  convinced,  however,  that  it  is  "all  or  nothing"  on  health  care  reform  and 
were  willing  to  foot  the  bill  for  a  major  cost  increase  in  this  area  in  order  to  guarantee 
reasonably  priced  coverage  and  access  for  everyone.  We  believe  Congress  must  bite 
the  bullet  and  do  it  now;  health  care  reform  cannot  be  phased  in  slowly. 

2.  What  potential  sacrifices  do  we  face?  Which  sacrifices  are  you  prepared  to 
recommend?  Are  these  distributed  equally  over  society,  or  will  some  be  asked  to 
sacrifice  more  than  others? 

We  were  willing  to  make  the  sacrifices  of  paying  more  taxes  now  and  cutting 
spending  in  areas  that  will  affect  us  all  in  order  to  benefit  our  children  and  the  nation 
as  a  whole. 

We  proposed  raising  taxes  by  $70  billion,  distributed  among  "sin  taxes"  on  alcohol 
and  tobacco  ($20  billion);  income  taxes  on  those  with  annual  incomes  of  more  than 
$200,000  ($30  billion);  and  energy  taxes  ($20  billion). 

Recognizing  that  more  people  may  be  unemployed  because  of  cutting  spending  on 
physical  infrastructure  and  defense,  we  still  favored  making  these  cuts.  We 
suggested  directing  defense  contractors  into  other  areas  such  as  environmental 
projects.    We  believe  the  federal  government  must  continue  to  play  a  major  role  in 
non-defense  related  research  and  development,  and  we  therefore  increased  the 
amount  for  such  funding  significantly  ($10  billion). 

3.  What  budget  would  you  propose  for  the  federal  government?  If  this  differs 
significantly  from  what  is  proposed  by  President  Clinton,  explain  where  and  why. 

We  recommended  a  FY  1997  budget  of  $1,719  trillion,  compared  to  President 
Clinton's  campaign  budget  of  $1,763  trillion.  The  tables  on  the  following  pages 
detail  the  specific  figures. 

•  We  proposed  cutting  an  additional  $5  billion  over  the  $20  billion  that  President 
Clinton  wants  to  cut  in  defense.  With  the  end  of  the  Cold  War,  we  felt  the  U.S. 
needs  to  be  able  to  wage  two  major  actions  simultaneously  rather  than  three,  and 
our  readiness  capability  could  be  reduced  accordingly.   Another  key  ingredient  of 
this  cut  was  closing  military  bases.    We  felt  strongly  about  leaving  the  decision  on 
which  bases  to  cut  to  the  Pentagon  rather  than  Congress  to  avoid  political 
interference. 

•  Under  social  infrastructure,  which  includes  welfare,  jobs,  and  education,  we 
favored  an  increase  of  $7  billion,  compared  to  the  $24  billion  increase  proposed  by 
President  Clinton.  We  suspect  there  is  considerable  waste  in  the  government 
programs  in  this  area  and  believed  that  money  could  be  saved  by  simply 
tightening  up.  We  favored  education  and  training  for  useful  jobs.  Skill  training, 
earned  income  tax  credit,  and  child  care  are  among  the  programs  we  supported. 
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•  In  Socia]  Security,  we  also  proposed  to  cut  more  than  President  Clinton,  $9  billion 
compared  to  his  $6  billion  reduction,  which  was  primarily  in  administrative 
overhead.   We  recommended  requiring  states  to  extend  coverage  to  new 
government  employees,  reducing  the  cap  on  the  tax  deduction  that  private 
business  takes  for  employees'  Social  Security,  and  taxing  the  benefits  of  higher 
income  citizens.  We  would  raise  the  minimum  retirement  age  and  also  allow 
people  to  work  as  long  as  they  want  without  paying  a  penalty  in  benefits. 

•  Health  care  was  also  an  area  of  major  budget  difference.  We  are  convinced  that 
major  overhaul  of  the  system  is  the  only  way  out  of  the  current  health  care  crisis. 
We  liked  the  "managed  competition"  system  which  would  set  up  government 
guidelines  within  which  private  insurance  programs  would  operate.  We  also 
favored  a  cut-back  on  rules,  regulations,  and  mandates  which  add  cost  and  delay 
to  the  system.  President  Clinton's  budget  proposed  a  reduction  of  $4  billion, 
based  on  the  belief  that  the  cost  savings  will  be  enough  to  fund  the  new  system. 
We  accepted  the  figures  of  $70  billion  for  a  new  system,  S50  bOlion  in  savings,  and 
therefore  a  net  increase  of  $20  billion  for  the  federal  budget.    We  put  high  priority 
on  this  $20  billion  addition  to  the  budget.  We  also  adopted  the  conservative 
proposal  for  tort  reform  and  revision  of  FDA  regulations  to  make  the  introduction 
of  new  drugs  and  procedures  less  cosdy. 

•  We  showed  a  sharp  difference  with  the  President  on  physical  infrastructure,  where 
we  suggested  a  decrease  of  S15  billion,  while  he  proposed  an  increase  of  $24 
billion.  Our  main  concern  here  again  was  the  high  amount  of  waste  we  believe 
exists  in  the  federal  roads  and  bridges  projects.   "Roads  to  nowhere"  must  no 
longer  be  built.  Rewards  should  be  made  for  contracts  that  are  finished  on  time. 
There  is  enough  money  available  for  the  needed  inft^structure  improvements,  if 
political  pork  barrel  projects  are  eliminated. 

•  Finally,  on  other  government  programs,  we  found  cuts  of  $4  billion  possible,  while 
the  Clinton  budget  added  S3  billion.   We  would  cut  the  manned  mission  to  Mars 
as  something  that  the  country  just  cannot  afford  at  tiiis  dme.  We  proposed 
lowering  crop  subsidies  to  large  farmers  and  corporations,  although  retaining  them 
for  small  farmers.  Mortgage  deductions  would  be  capped  at  loans  of  $250,000. 
We  also  agreed  to  selling  off  some  limited  government  holdings,  including  unused 
buildings,  land,  and  possibly  government-held  loans.  We  did  increase  by  $10 
billion  the  funding  for  federal  research  and  development  in  such  areas  as  the 
National  Science  Foundation,  and  the  Departments  of  Energy,  Agriculture,  and 
Commerce.  Recognizing  that  there  will  be  cutbacks  in  defense  research,  we  felt 
strongly  that  the  government  needs  to  continue  to  play  a  large  role  in  funding 
other  research. 

4.  What  are  the  smallest  and  largest  budgets  (either  in  terms  of  revenues  and 
expenditures  or  deficit)  you  would  propose?   Under  what  circumstances  would  you 
propose  these  and  why? 

We  went  beyond  what  was  asked  of  us  and  decided  on  specific  budget  figures 
rather  than  smallest  and  largest  figures.  The  figures  cited  in  these  pages  and  the 
charts  following  are  our  recommendations  for  actual  budget  amounts. 

5.  In  light  of  what  you  have  learned,  do  you  think  that  President  Clinton  is  asking  too 
many  sacrifices  of  the  public,  too  few,  or  about  the  right  amount?  Why? 

We  felt  that  we  did  not  have  enough  information  about  the  specific  programs 
President  Clinton  will  offer  to  be  able  to  evaluate  the  sacrifices  he  is  aslang  of  the 
public.  We  believe  that  the  next  America's  Tough  Choices  panel  will  be  better  able 
to  answer  this  question. 

6.  Is  there  anything  additional  that  you  would  recommend  to  the  President  and 
Congress  in  terms  of  what  is  needed  to  make  America  strong  and  healthy  in  the  21  st 
century?  Do  our  problems  rest  mainly  in  deciding  what  will  work,  or  mainly  in 
making  tough  choices  regarding  options  which  are  fairly  clear? 

We  want  to  stress  the  importance  of  accountability.  We  favor  a  line  item  veto  to 
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enable  voters  to  hold  the  President  accountable  for  his  promises.  We  urge  the 
President  and  Congress  to  remember  that  citizens  elected  them  to  office. 
Representatives  and  Senators  work  for  citizens,  not  for  the  special  interest  groups 
and  lobbyists.   It  is  time,  we  believe,  to  pay  more  attention  to  citizens'  voices  over 
those  of  lobbyists. 

We  hope  that  our  elected  officials  will  have  the  courage  to  make  the  tough  choices 
we  made,  even  if  it  results  in  the  tough  sacrifice  of  not  getting  re-elected.  Starting 
with  major  health  care  reform,  we  invite  the  President  and  Congress  to  take  the 
political  risks  necessary  to  lead  the  country  into  economic  health. 

Recommended  Budget 

Our  specific  recommended  budget  figures  for  Fiscal  Year  1997  are  shown  in  the 
charts  following  this  page. 

When  possible  our  1997  baseline  is  taken  directly  from  CBO's  August,  1992 
update  of  the  Economic  and  Budget  Outlook.   However,  since  expected  expenditures 
by  function  are  not  reported  for  1997  for  discretionary  expenditures,  some  simplifying 
assumptions  were  made.  We  have  used  as  our  discretionary  spending  baseline  Scenario 
2  (page  42)  in  the  CEO  update  noted  above.   Individual  discretionary  domestic 
programs  are  assumed  to  maintain  their  1992  pro-rata  shares  of  total  domestic 
discretionary  spending. 

TTie  following  baseline  category  totals  come  from  Budget  of  the  United  States 
Government,  Fiscal  1993,  Table  1-2,  Appendix  1.  Budget  authority  for  1992  is  used  as 
the  baseline.  Specific  components  of  each  major  section  are  as  follows: 

Defense: 

Mission  050 
Social  Infrastructure: 

Missions  500,  603,  605,  609 
Social  Security,  Pensions,  and  Veterans'  Benefits: 

Missions601,602,  650,  700 
Health: 

Missions  550,  570 
Physical  Infrastructure  and  the  Environment: 

Missions  251,  371, 400,  450,  604,  300 
Other  Government  Activity: 

Missions  150,  252,  270,  350,  372,  373,  376,  750,  800 

RTC  Fund  expenditures  are  ignored  for  the  purposes  of  this  exercise. 
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BUDGET         SUMMARY 

The    "Tough  Choices"    Citizens   Jurv^"   Recommendations 

Compared  To 

President  Clinton's  State  of  the  Union  Proposals 

SPENDING 

Citizens   Jury      President   Clinton 

Defense 

F.Y.  92  Authority   $289  B 

F.Y.  97  Projected   $281  B 

Proposed  Change  F.Y.  97 $  -25B  $  -38. 2B 

Social  Infrastructure 

F.Y.  92  Authority   $184  B 

F.Y.  97  Projected  $204  B 

Proposed  Change  F.Y.  97 +7B  +18. 3B 

Social  Security,  Pensions, 

and  Veteran's  Benefits 
F.Y.  92  Authority   $390  B 
F.Y.  97  Projected   $502  B 
Proposed  Change  F.Y.  97 -9B  -8.2B 

Health 

F.Y.  92  Authority   $214  B 

F.Y.  97  Projected  $364  B 

Proposed  Change  F.Y.  97 +20B  -8.5B 

Physical  Infrastructure 

F.Y.  92  Authority   $  95  B 

F.Y.  97  Projected  $109  B 

Proposed  Change  F.Y.  97 -15B  +1.9B 

Other  Government 

F.Y.  92  Authority   $101  B 

F.Y.  97  Projected  $  98  B 

Proposed  Change  F.Y.  97 -4B  +1.3B 

Net  Interest 

F.Y.  92  Authority   $200  B 

F.Y.  97  Projected  $284  B 

Proposed  Change  F.Y.  97 0  -4 .  OB 

TOTAL  PROPOSED  CHANGES  -26B  -37. 4B 


REVENUES 


94 


Citizens  Jury   President  Clinton 


Individual  Income  Tax 
F.Y.  1992  Actual     $474  B 
F.y.  1997  Estimated  $654  B 
Proposed  Change  F.Y.  97  


r30B 


+  30. 7B 


Corporate  Income  Tax 
F.Y.  1992  Actual     $100  B 
F.Y.  1997  Estimated  $133  B 
Proposed  Change  F.Y.  97  


+7.8B 


Social  Insurance 
F.Y.  1992  Actual     $414  B 
F.Y.  1997  Estimated  $553  B 
Proposed  Change  F.Y.  97  


Excise  Taxes,  Other  Revenues 

F.Y.  1992  Actual     $100  B 

F.Y.  1997  Estimated  $115  B 

Proposed  Change  F.Y.  97  0 

Energy  Tax  +2  OB 

Alcohol  and  Cigarette  Tax  +20B 

Total  Proposed  Revenue  Changes  $  +7  OB 

Total  Proposed  Spending  Changes  -26B 

Change  in  Deficit  -96B 

Adjusted  Change  in  Deficit  $-100B 


+  9.8B 
+24. 8B 
0 

$  +73. OB 

-37. 4B 

-110. 4B 

$  -81. 9B 


NOTE  ON  ADJUSTED  TOTALS:   To  make  the  above  budgets  comparable, 
we  suggest  netting  out  amounts  included  under  two  headings: 

1.  The  jurors  included  a  $20B  increase  for  a  health  care  plan 
of  managed  competition,  while  President  Clinton's  proposal 
has  a  $8.5B  reduction  in  health  care  costs.   But  clearly 
the  President  will  be  introducing  a  health  care  program 
which  will  require  some  increased  taxes.   For  this  reason, 
we  suggest  for  the  purposes  of  comparison  that  it  is  proper 
to  reduce  the  President's  proposed  deficit  reduction  from 
$110. 4B  to  $81. 9B. 

2.  The  jurors  chose  not  to  add  any  figure  for  reduction  in  net 
interest,  although  their  proposals  would  clearly  lead  to  a 
reduction  in  net  interest  similar  to  that  assumed  by  the 
President.   Therefore,  we  propose  to  add  $4B  to  the  esti- 
mates of  deficit  reduction  achieved  by  the  jurors'  recom- 
mendations, making  the  adjusted  figure  $100B. 
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Ms.  Hicks.  Thank  you.  I  am  Linda  Hicks,  I  am  a  casework  super- 
visor from  New  York,  and  I  want  to  thank  you  for  this  opportunity 
to  speak  with  you. 

I  am  appearing  here  as  one  of  the  four  representatives  elected  by 
the  jurors  of  the  tough  choices.  Citizens  Jury.  Ned  Crosby  has  sum- 
marized our  conclusions,  so  I  would  like  to  indicate  that  my  views 
about  the  Federal  budget  come  not  just  from  the  Citizens  Jury  but 
also  from  the  many  people  I  have  contact  with  daily. 

As  Ned  Crosby  indicated,  the  Citizens  Jury  recommendations 
support  most  of  what  President  Clinton  is  trying  to  do.  This  fits 
with  what  I  see  in  my  hometown.  Some  people  there  are  working 
poor  who  cannot  afford  child  care  and  are  waiting  for  us  to  find 
funding  that  will  subsidize  this  expense.  Others  are  small  business- 
men like  my  brother,  who  barely  makes  ends  meet  because  others 
can't  pay  their  bills  to  him.  And  with  a  slump  in  new  construction, 
his  jobs  are  decreasing. 

Still  others  are  like  my  sister  who  died  of  cancer  but  had  to  rely 
on  us  for  her  pain  medicine  because  the  medicaid  laws  don't  allow 
payment  for  palliative  treatment.  We  did  it  gladly,  but  she  lost 
much  of  her  dignity.  Others  have  died  in  pain. 

Or  my  hairdresser's  quadriplegic  brother  who  uses  about  $200 
worth  of  disposables  per  month.  His  SSI  income  is  about  $500,  and 
medicaid  won't  cover  these  needs.  He  must  rely  on  family  or  do 
without. 

President  Clinton's  proposals  all  need  to  be  considered  in  order 
to  bring  an  end  to  these  daily  struggles  at  the  grassroots.  I  was  dis- 
appointed that  the  deficit  will  not  be  cut  more.  However,  I  do  feel 
that  he  intends  to  try  to  do  what  he  promised  if  you  let  him. 

Making  tough  choices  and  sacrifices  were  the  charges  given  to  us 
when  the  Citizens  Jury  met.  We  did  that  as  a  group  because  all  of 
us  felt  that  the  good  of  the  Nation  comes  before  our  individual 
needs.  And,  in  the  long  run,  we  and  our  children  will  benefit  from 
it. 

Yes,  I  will  be  affected  by  the  sacrifices.  My  utilities  are  high,  and 
my  transportation  costs  will  increase.  But  I  will  pay  more  taxes  if  I 
know  that  down  the  road  I  will  be  more  comfortable  financially 
and  the  next  generation,  or  even  this  one,  can  afford  to  buy  a  car 
or  a  house.  Those  are  dreams  that  may  never  become  a  reality  for 
my  nieces  and  nephews  if  we  don't  do  something  about  this  now. 

Many  of  us  are  struggling.  I  got  a  $15  a  week  raise  this  last  year 
and  none  the  year  before.  But  my  weekly  average  expenses  are  up 
$50  over  that  2-year  period.  I  will  make  more  sacrifices,  but  I  also 
need  to  see  you  make  them.  Cut  out  the  pork  barrel,  the  lobbyists 
and  your  own  self  interests.  No  one  I  have  talked  to  has  said,  tell 
them  everything  is  all  right.  Keep  up  the  good  work.  No  one  wants 
to  sacrifice,  but,  like  I  said,  maybe  I  will  feel  better  about  it  if 
waste  and  unnecessary  spending  were  cut. 

But  they  are  skeptical  and  don't  expect  to  see  much  action.  The 
new  road  you  fund  doesn't  put  money  in  their  pockets  or  cut  their 
taxes.  Tax  increases  on  the  wealthy  corporations  and  on  social  se- 
curity benefits  of  the  wealthy  will  not  find  opponents  within  the 
circles  I  travel.  We  are  trying  to  pay  the  doctor  bills  and  for  medi- 
cine that  costs  $70  and  $150  a  prescription.  For  my  mother,  that  is 
half  her  social  security  for  the  month. 
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I  believe  President  Clinton  is  on  the  right  track.  We  need  to 
make  sacrifices  necessary  to  have  a  stronger  country,  but  we  have 
to  do  it  without  hurting  the  most  needy.  We  want  accountability. 
You  ask  for  it  from  me  in  my  work,  and  I  want  it  from  you.  As  a 
local  government  employee,  I  daily  see  government  programs  that 
don't  work  efficiently  or  well  because  of  regulations  and  restric- 
tions. I  see  programs  overfunded  because  definitions  are  narrow, 
where  others  go  lacking  the  support  they  need  to  do  a  good  job. 

If  we  are  to  be  a  strong  Nation,  we  need  to  support  families  and 
children,  put  food  on  their  tables,  fund  educational  programs  for 
them,  see  that  they  are  healthy.  Many  of  them  have  little  to  look 
forward  to,  so  they  give  up.  They  don't  see  their  parents  getting 
anywhere,  despite  their  struggles.  We  must  do  something  now  or 
our  future  is  in  jeopardy. 

Thank  you  for  inviting  me  to  speak. 

[The  prepared  statement  of  Linda  Hicks  follows:] 

Prepared  Statement  of  Linda  Hicks,  Citizens  Jury 

I  am  Linda  Hicks,  a  casework  supervisor  from  Lowman,  N.Y.  I  want  to  thank  you 
for  this  opportunity  to  speak  with  you. 

I  am  appearing  here  as  one  of  the  four  representatives  elected  by  the  jurors  of  the 
"Tough  Choices"  Citizens  Jury.  Ned  Crosby  has  summarized  our  conclusions,  so  I 
would  like  to  indicate  that  my  views  about  the  Federal  budget  come  not  just  from 
the  Citizens  Jury,  but  also  from  the  many  people  I  have  contact  with  daily. 

As  Ned  Crosby  indicated,  the  Citizens  Jury  recommendations  support  most  of 
what  President  Clinton  is  trying  to  do.  This  fits  with  what  I  see  in  my  home  town. 
Some  people  there  are  "working  poor"  who  cannot  afford  child  care  and  are  waiting 
for  us  to  find  funding  that  will  subsidize  this  expense. 

Others  are  small  businessmen  like  my  brother  who  barely  makes  ends  meet  be- 
cause others  can't  pay  their  bills  to  him  and  with  a  slump  in  new  construction,  his 
jobs  are  decreasing.  Still  others  are  like  my  sister  who  died  of  cancer  but  had  to  rely 
on  us  for  her  pain  medicine  because  the  medicaid  laws  don't  allow  payment  for  pal- 
liative treatment.  We  did  it  gladly,  but  she  lost  much  of  her  dignity — others  die  in 
pain. 

Or,  my  hairdresser's  quadriplegic  brother  who  uses  about  $200  worth  of  "dispos- 
ables" per  month.  His  SSI  is  about  $500  and  medicaid  won't  cover  these  needs.  He 
must  rely  on  family  or  do  without. 

President  Clinton's  proposals  all  need  to  be  considered  in  order  to  bring  an  end  to 
these  daily  struggles  at  the  grassroots.  I  was  disappointed  that  the  deficit  will  not  be 
cut  more,  however,  I  do  feel  that  he  intends  to  try  to  do  what  he  promised  if  you  let 
him. 

Making  tough  choices  and  sacrifices  were  the  charges  given  to  us  when  the  Citi- 
zens Jury  met.  We  did  that  as  a  group  because  all  of  us  felt  that  the  good  of  the 
Nation  comes  before  our  individual  needs — and  in  the  long  run  we  and  our  children 
will  benefit  from  it. 

Yes,  I  will  be  affected  by  the  sacrifices.  My  utilities  are  high  and  my  transporta- 
tion costs  will  increase.  But,  I'll  pay  more  taxes  if  I  know  that  down  the  road  I'll  be 
more  comfortable  financially  and  the  next  generation  or  even  this  one  can  afford  to 
buy  a  car  or  a  house.  Those  are  dreams  that  may  never  become  a  reality  for  my 
nieces  and  nephews  if  we  don't  do  something  now. 

Many  of  us  are  struggling.  I  got  a  $15  a  week  raise  this  year,  and  none  last  year, 
but  my  weekly  average  expenses  are  up  $50  over  that  two  year  period.  I'll  make 
more  sacrifices  but  I  also  need  to  see  you  make  them.  Cut  out  the  pork  barrel,  the 
lobbyists  and  your  own  self-interests.  No  one  I've  talked  to  has  said,  "Tell  them  ev- 
erything is  alright,  keep  up  the  good  work."  No  one  wants  to  sacrifice,  but  all  said, 
"Maybe  I'd  feel  better  about  it  if  waste  and  unnecessary  spending  were  cut"  But 
they  are  skeptical  and  don't  expect  to  see  much  action.  The  new  road  you  fund 
doesn't  put  money  in  their  pockets  or  cut  their  taxes. 

Tax  increases  on  the  wealthy,  corporations  and  on  social  security  benefits  of  the 
wealthy  will  not  find  opponents  within  the  circles  I  travel.  We're  trying  to  pay  the 
doctor  bills  and  for  medicine  that  costs  $70  to  $150  a  prescription — for  my  mother 
that  is  half  her  social  security  for  the  month. 
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I  believe  President  Clinton  is  on  the  right  track.  We  need  to  make  the  sacrifices 
necessary  to  have  a  stronger  country,  but  we  have  to  do  it  without  hurting  the  most 
needy. 

We  want  accountability.  You  ask  for  it  from  me  in  my  work  and  I  want  it  from 
you.  As  a  local  government  employee,  I  daily  see  government  programs  that  don't 
work  efficiently  or  well  because  of  regulations  and  restrictions.  I  see  programs  over- 
funded  because  definitions  are  narrow,  while  others  go  lacking  the  support  they 
need  to  do  a  good  job.  If  we're  going  to  be  a  strong  Nation,  we  need  to  support  fami- 
lies and  children.  Put  food  on  their  tables,  fund  educational  programs  for  them,  see 
that  they  are  healthy.  Many  of  them  have  little  to  look  forward  to,  so  they  give  up. 
They  don't  see  their  parents  getting  anywhere  despite  their  struggles.  We  must  do 
something  now  or  our  future  is  in  jeopardy. 

Thank  you  very  much  for  inviting  me  to  speak. 

Chairman  Sabo.  Thank  you. 

Jack? 

Mr.  GoLEBOSKi.  Good  afternoon.  My  name  is  Jack  Goleboski.  I 
am  a  commodities  broker  from  Jersey  City,  New  Jersey. 

Thank  you  for  inviting  us  here  today.  We  are  honored  to  appear 
before  this  distinguished  body. 

I  am  here  to  speak  on  my  own  behalf,  and  the  opinions  that  I 
express  are  my  own  and  do  not  necessarily  represent  those  of  the 
Citizens  Jury  or  the  Jefferson  Center. 

I  want  to  thank  Ned  Crosby  and  the  Jefferson  Center  for  their 
help  and  generosity.  Like  the  other  jurors,  I  was  randomly  selected 
and  as  an  ordinary  citizen,  not  for  any  special  qualifications.  And 
in  no  way  did  they  attempt  to  influence  our  actions.  Millions  of 
Americans  would  have  given  anything  to  have  been  in  our  posi- 
tions. I  believe  we  were  the  envy  of  America. 

At  the  end,  we  were  asked  if  anyone  was  dissatisfied  with  the 
budget  we  drafted.  I  was  the  only  one  that  raised  my  hand.  I  was 
dissatisfied  with  the  tax  increases.  I  think  we  could  have  cut  spend- 
ing much  more  because  American  people  aren't  taxed  too  little, 
they  spend  too  much. 

I  was  dissatisfied  with  the  way  our  process  worked.  We  were 
asked  to  come  up  with  revenues  and  explore  areas  where  we  could 
raise  taxes  if  needed  to  balance  the  budget  and  achieve  our  deficit 
goal  before  taking  a  good,  hard  look  at  spending  cuts.  This  is  simi- 
lar, I  believe,  to  what  the  Clinton  Administration  is  doing  now.  I 
think  this  undermines  the  tough  choices  that  need  to  be  made  in 
the  area  of  spending  for  the  simple  reason  which  we  all  know  to  be 
true,  that  if  we  raise  revenues  by  whatever  means.  Congress  will 
certainly  find  something  to  spend  it  on,  like  studies  on  how  fast 
ketchup  flows  out  of  the  bottle  or  building  roads  and  bridges  to  no- 
where and  other  unnecessary  pork-barrel  projects. 

I  believe  that  government  should  be  shrunk  to  the  minimum  and 
people  be  empowered  rather  than  that  behemoth  bureaucracy. 
People  need  to  help  themselves  and  each  other  rather  than  to  look 
to  the  government.  I  know  this  to  be  true.  I  have  been  homeless, 
and  I  have  been  on  welfare,  and  I  have  seen  the  vast  inefficiencies 
and  waste.  We  need  more  accountability  from  our  public  service 
from  here  in  Washington  right  down  to  the  local  level. 

On  health  care,  I  think  the  government  should  present  its  health 
care  plan  as  part  of  the  budget  proposal  to  get  a  true  picture  of  the 
deficit,  otherwise  we  may  do  something  similar  to  the  RTC  and  the 
S&L  scandal  and  distort  the  actual  numbers.  I  thought  Ross  Perot 
had  a  good,  common  sense  approach  the  other  night.  He  proposed 
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two  or  three  pilot  projects  to  test  what  might  work  well  in  different 
parts  of  the  country. 

Finally,  one  area  where  I  might  agree  with  Mr.  Clinton  is  his 
change  on  the  Haitian  immigrants.  I  think  our  immigration  poli- 
cies are  outdated  and  need  to  be  brought  in  to  line  with  the  present 
day  economics.  We  need  to  take  care  of  our  own  people  first.  If  we 
can't  do  that,  how  can  we  continue  to  take  in  more  people  from  all 
over  the  world,  especially  when  they  have — they  may  have  serious 
health  problems. 

This  is  a  tremendous  burden  on  our  social  policies  and  our  socie- 
ty as  a  whole.  Again,  thank  you  very  much  for  allowing  me  to 
appear  before  you. 

[The  prepared  statement  of  Jack  Goleboski  follows:] 

Prepared  Statement  of  Jack  Goleboski,  Citizens  Jury 

Good  afternoon.  My  name  is  Jack  Goleboski.  I  am  a  commodities  broker  from 
Jersey  City,  N.J.  Thank  you  for  inviting  us  here  today.  We  are  honored  to  appear 
before  this  distinguished  body. 

I  am  here  to  speak  on  my  own  behalf  and  the  opinions  I  express  are  my  own  and 
do  not  necessarily  represent  those  of  the  Citizens  Jury  or  the  Jefferson  Center. 

I  want  to  thank  Ned  Crosby  and  the  Jefferson  Center  for  their  help  and  generosi- 
ty. Like  the  other  jurors,  I  was  randomly  selected  as  an  ordinary  citizen,  not  for  any 
special  qualifications,  and  in  no  way  did  they  attempt  to  influence  our  actions.  Mil- 
lions of  Americans  would  have  given  anything  to  have  been  in  our  positions.  I  be- 
lieve we  were  the  envy  of  America. 

At  the  end,  we  were  asked  if  anyone  was  dissatisfied  with  the  budget  we  drafted.  I 
was  the  only  one  to  raise  my  hand. 

I  was  dissatisfied  with  the  tax  increases.  I  think  we  could  have  cut  spending  much 
more  because  the  American  people  aren't  taxed  too  little,  they  spend  too  much. 

I  was  dissatisfied  with  the  way  our  process  worked.  We  were  asked  to  come  up 
with  revenues  and  explore  areas  where  we  could  raise  taxes  if  needed  to  balance  the 
budget  and  achieve  our  deficit  goal  before  taking  a  good  hard  look  at  spending  cuts. 
This  is  similar,  I  believe,  to  what  the  Clinton  administration  is  doing  now. 

I  think  this  undermines  the  tough  choices  that  need  to  be  made  in  the  area  of 
spending  for  the  simple  reason  which  we  all  know  to  be  true:  that  if  we  raise  reve- 
nues by  whatever  means.  Congress  will  certainly  find  something  to  spend  it  on  (like 
studies  on  how  fast  ketchup  flows  out  of  a  bottle  or  building  roads  and  bridges  to 
nowhere  and  other  unnecessary  pork  barrel  projects). 

I  believe  that  government  should  be  shrunk  to  the  minimum  and  people  be  em- 
powered rather  than  some  behemoth  bureaucracy.  People  need  to  help  themselves 
and  each  other  rather  than  look  to  the  government.  I  know.  I've  been  homeless  and 
I've  been  on  welfare  and  have  seen  the  vast  inefficiency  and  waste.  We  need  more 
accountability  from  our  public  service,  from  here  in  Washington  down  to  the  local 
level. 

On  health  care,  I  think  the  government  should  present  its  health  care  plan  as 
part  of  the  budget  proposal  to  get  a  true  picture  of  the  deficit.  Otherwise,  we  may  do 
something  similar  to  the  RTC  in  the  S&L  scandal  and  distort  the  actual  numbers. 

I  thought  Ross  Perot  had  a  good  common  sense  approach  the  other  night.  He  pro- 
posed two  or  three  pilot  projects  to  test  what  might  work  well  in  different  parts  of 
the  country. 

Finally,  one  area  where  I  might  agree  with  Mr.  Clinton  is  his  change  on  the  Hai- 
tian immigrants.  I  think  our  immigration  policies  are  outdated  and  need  to  be 
brought  into  line  with  present  day  economics.  We  need  to  take  care  of  our  own 
people  first.  If  we  can't  do  that,  how  can  we  continue  to  take  in  more  from  all  over 
the  world,  especially  when  they  may  have  serious  health  problems?  This  is  a  tre- 
mendous burden  on  our  social  policies  and  our  society  as  a  whole. 

Again,  thank  you  very  much  for  allowing  us  to  appear  before  you. 

Chairman  Sabo.  Thank  you  very  much,  and  we  appreciate  your 
being  here  and  your  testimony  and  the  process  you  have  gone 
through.  It  was  a  AV2  day  process?  How  many  hours  did  you  spend 
in  discussion? 
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Ms.  Hicks.  Forever. 

Chairman  Sabo.  And  how  many  people  was  it  again? 

Ms.  Hicks.  There  were  24  jurors  and  eight  alternates,  and  we 
were  here  from  Saturday,  we  started  Saturday  evening  and  we 
went  through  Friday  morning. 

Mr.  GoLEBOSKi.  About  7  hours  a  day. 

Chairman  Sabo.  You  got  into  it  very  intensely,  didn't  you? 

Ms.  Hicks.  We  did. 

Chairman  Sabo.  Did  people  make  presentations  for  the  first 
couple  of  days? 

Ms.  Hicks.  Yes.  We  spent  2  days  or  3  days,  actually,  listening  to 
presentations  and  having  discussions,  and  then  we  spent  the  rest  of 
the  time  in  discussion  with  the  committee  members  and  those  who 
had  presented  in  some  cases,  and  coming  to  our  conclusions  and  de- 
cisions. 

Chairman  Sabo.  Did  it  get  a  little  heated  at  times? 

Ms.  Hicks.  We  did  pretty  well. 

Chairman  Sabo.  Who  moderated?  Who  served  as  chair?  Did  you, 
Ned? 

Mr.  Crosby.  Yes.  I  shared  the  moderating  with  Virginia 
Sweeney,  and  one  of  our  goals  is  to  try  to  run  the  process  in  a  fair 
and  neutral  way.  We  always  make  public  at  the  end  the  jurors'  rat- 
ings of  how  fair  we  managed  to  be,  and  from  22  of  the  24  jurors,  we 
got  the  absolute  top  rating  that  they  could  give.  So  we  felt  very 
pleased  that  we  had  presented  to  them  a  fair  process. 

Chairman  Sabo.  Very  good.  Earl,  any  questions? 

Mr.  PoMEROY.  I  note  that  Jack  says  the  jurors  were  randomly  se- 
lected without  special  qualifications.  I  think  that  some  would  sug- 
gest that  is  how  the  Members  of  Congress  come  to  be. 

As  a  new  Member,  perhaps  the  thing  that  has  struck  me  most 
about  the  budget  exercise  we  are  in  the  middle  of  is  the  tough 
choices  we  need  to  make.  We  are  really  at  a  time  where  we  need  to 
reduce  the  deficit;  we  need  to  reduce  spending,  and,  yet,  there  are 
critical  problems  that  need  to  be  addressed  as  Linda  so  aptly  ex- 
pressed. 

I  think  that  you  will  be  pleased  that  the  thrust  of  our  discussions 
at  this  point  really  do  indicate  a  very  wide-spread  commitment  to 
cutting  spending  and  reducing  the  deficit.  Hopefully,  when  the  defi- 
cit is  reduced  due  to  our  actions,  the  public  will  be  a  little  less 
skeptical  than  they  are  today  about  Congress'  ability  to  take  re- 
sponsible action. 

Thank  you  for  your  testimony. 

Chairman  Sabo.  Thank  you  very  much. 

Mr.  PoMEROY  [presiding].  Next  on  the  agenda,  Richard  Johnson 
and  Michael — would  you  help  me  with  that  pronunciation? 

Major  OuELLETTE.  Yes,  Mr.  Chairman.  It  is  Ouellette. 

Mr.  PoMEROY.  Ouellette? 

Major  Ouellette.  Ouellette,  that  is  correct. 

Mr.  Pomeroy.  Well,  I  don't  know  about  you  on  this  panel,  but 
this  is  the  first  time  I  have  ever  chaired  a  hearing,  so  I  am  abso- 
lutely delighted.  Please  proceed. 
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STATEMENTS  OF  MICHAEL  F.  OUELLETTE.  DEPUTY  DIRECTOR 
OF  LEGISLATIVE  AFFAIRS;  RICHARD  W.  JOHNSON,  EXECUTIVE 
DIRECTOR  FOR  (JOVERNMENT  AFFAIRS,  NON-COMMISSIONED 
OFFICERS  ASSOCIATION  OF  THE  UNITED  STATES  OF  AMERICA 
(NCOA) 

Mr.  Johnson.  Thank  you,  Mr.  Chairman.  On  behalf  of  the  Non- 
commissioned Officers  Association,  let  me  extend  our  thanks  for 
the  opportunity  to  appear  here  today  on  behalf  of  our  160,000 
members.  Mr.  Chairman,  we  represent  active  duty  and  veteran 
members  of  the  armed  forces,  and  the  active  duty  and  veterans' 
community  is  certainly  one  that  has  given  of  sacrifice  altogether 
unique  to  the  Nation. 

They  continue  to  give  and  to  sacrifice  today  in  family  separa- 
tions, overseas  tours,  frequent  moves.  Too  often  our  veteran  has 
sacrificed  his  health  and  his  economic  wellbeing  in  service  to  the 
Nation.  Nevertheless,  as  the  prior  witnesses,  members  of  the  Non- 
commissioned Officers  Association  and  members  of  the  armed 
forces,  the  veterans  community  is  more  than  willing  to  do  its  share 
in  sacrificing  again,  but  only  to  the  degree  that  they  perceive  that 
sacrifice  to  be  fair. 

In  our  prepared  statement,  we  have  addressed  several  issues  re- 
garding the  fairness  and  the  burden  that  has  been  placed  on  the 
members  of  the  armed  forces  and  the  veterans  community.  For  the 
next  few  minutes  I  would  like  to  talk  about  those  things  that  have 
affected  the  veterans  community  over  the  past  few  years  and  then 
defer  to  my  colleague,  Mr.  Ouellette,  to  talk  about  military  pro- 
grams. 

Under  the  Omnibus  Budget  Reconciliation  Act  adopted  by  Con- 
gress in  1990,  which  I  point  out  was  a  bipartisan  agreement  be- 
tween the  White  House  and  Congress,  $5  billion  was  kept  from  vet- 
erans programs.  These  were  not  smoke  and  mirrors  cuts,  these 
were  actual  reductions  in  spending,  spending  reductions  that  came 
out  of  veterans'  pockets  in  the  form  of  reduced  annuities,  in  the 
form  of  reduced  compensation  payments,  in  the  form  of  eliminating 
vocational  training  for  certain  disabled  veterans,  in  the  form  of  re- 
ducing compensation  for  certain  disabled  veterans,  in  the  form  of 
reducing  the  amount  of  medical  care  available  to  veterans,  in 
eliminating  burial  benefits  and  plot  allowances  for  many  veterans 
who  have  served  in  the  armed  forces  of  the  United  States,  $5  bil- 
lion 2  years  ago. 

Today,  the  veteran  is  being  asked  to  contribute  more.  Over  the 
years,  and  I  draw  your  attention  to  the  charts  in  the  prepared 
statement  that  the  association  has  provided,  veterans  have  not  con- 
tributed to  creating  the  deficit.  Since  1977,  veterans'  spending  as  a 
percentage  of  Federal  outlays  has  decreased  from  4.7  percent  to 
less  than  3  percent.  Medical  care  spending  for  veterans  as  a  portion 
of  Federal  medical  outlays  has  decreased  from  11.4  percent  to  5.9 
percent,  it  has  been  cut  in  half. 

In  benefit  programs  from  1985  to  1992,  the  average  increase  gov- 
ernment wide  was  3.8  percent.  During  the  same  period,  disability 
compensation  to  veterans  disabled  by  active  service  in  the  armed 
forces  was  increased  only  3.3  percent.  Meanwhile,  pensions  for  indi- 
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gent  wartime  veterans  were  reduced  by  almost  1  percent,  and  edu- 
cation benefits  for  veterans  were  reduced  by  2.6  percent. 

Now  at  the  same  time  that  we  look  at  these  reductions  that  have 
occurred  over  the  past  5  to  10  years  in  veterans'  programs,  Mr. 
Clinton  has  sent  forward  a  program  that  suggests  $38  billion  in 
new  outlays  for  education  benefits,  but  not  $1  of  that  $38  billion  to 
be  directed  at  veterans. 

Instead  he  proposes  another  $339  million  in  veterans'  education 
cuts.  The  President  has  sent  forward  a  program  that  proposes  $12 
billion  in  new  outlays  for  housing.  But  again,  not  $1  of  that  pro- 
gram in  new  outlays  for  veterans.  Instead  he  has  proposed  $68  mil- 
lion in  cuts  from  veterans'  programs.  We  are  willing  to  make  our 
share  of  sacrifice,  Mr.  Chairman,  but  it  has  to  be  balanced  against 
the  sacrifice  that  has  already  been  made.  At  this  point,  let  me 
defer  to  Mr.  Ouellette. 

Major  Ouellette.  Thank  you,  Mr.  Johnson,  and  thank  you,  Mr. 
Chairman,  for  permitting  the  Noncommissioned  Officers  Associa- 
tion to  present  testimony  this  afternoon  relative  to  budgetary  pro- 
posals on  defense  programs.  In  the  absence  of  a  President's  budget 
for  fiscal  year  1994,  the  testimony  presented  by  the  association  has 
been  prepared  using  President  Clinton's  economic  plan  entitled,  A 
Vision  for  Change  for  America,  and  a  number  of  other  reports  and 
studies  that  present  what  NCOA  considers  to  be  the  best-guess  di- 
rection of  the  administration. 

Although  the  President's  vision  included  quite  a  number  of  prior- 
ities in  the  area  of  national  defense  that  specify  an  obligation  to 
maintain  a  high  quality  fighting  force  and  protect  those  men  and 
women  who  have  served  this  Nation  over  the  past  45  years,  his 
plan  to  levy  high  sacrifice  budgetary  constraints  on  active,  retired, 
and  veteran  communities,  does  not  manifest  commitment  to  those 
stated  priorities. 

By  the  association's  best  estimates,  military  service  members,  re- 
tirees, veterans,  and  their  dependents,  beneficiaries,  survivors  are 
not  being  asked,  but  rather  directed,  to  provide  the  sacrifices 
needed  to  support  a  new  direction,  and  somehow  erase  the  Nation's 
debt  through  an  inequitable  application  of  budgetary  cuts  beyond 
that  expected  of  the  average  American  citizen. 

Immediately  upon  announcing  a  sacrifice  in  the  form  of  a  tax  in- 
crease that  will  significantly  affect  thousands  of  military  members. 
President  Clinton  offers  the  same  group  of  Americans  the  opportu- 
nity to  sacrifice  through  a  military  pay  and  allowances  freeze.  Mili- 
tary retirees  who  also  are  eligible  for  social  security  will  sacrifice 
further  through  increased  taxation  on  those  benefits  to  the  85  per- 
cent level. 

Since  military  retired  pay  is  also  a  victim  of  the  tax  increase, 
this  category  also  qualifies  for  a  second  sacrifice.  Higher  taxes  paid 
by  Americans  will  result  in  higher  costs  and  rent  requirements  to 
military  members  in  an  effort  to  offset  tax  losses.  NCOA  identifies 
such  a  result  as  still  another  sacrifice. 

Deeper  than  expected  military  personnel  reductions  are  a  fur- 
ther sacrifice,  as  approximately  200,000  additional  service  members 
will  be  separated  from  the  armed  forces  to  return  to  the  civilian 
workplace  where  uncertainty  prevails.  Furthermore,  noncommis- 
sioned officers  and  petty  officers  have  expressed  concern  to  the  as- 
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sociation  that  while  build-down  efforts  remain  on  target,  the  reduc- 
tions are  alleged  to  be  having  a  direct  impact  on  established  safety 
standards. 

NCOA  implores  this  committee  to  ensure  that  any  further  reduc- 
tion in  military  personnel  to  support  increased  budgetary  savings 
also  includes  a  reduction  in  military  mission  requirements.  Failure 
to  do  so  will  undeniably  result  in  military  servicemen  and  women 
paying  the  ultimate  sacrifice  for  service  to  their  country. 

Budgetary  action  by  the  committee  to  fund  proposed  expansion 
of  the  EITC  and  SSI  programs  must,  as  a  minimum,  include  funds 
to  support  the  eligibility  of  qualified  military  members  and  depend- 
ents who  reside  in  overseas  areas.  Overseas  service  inequitably  dis- 
qualifies military  members  from  participation  in  the  basic  pro- 
grams at  the  present  time.  This  inequity  must  be  resolved  before 
any  improvements  should  be  made  to  the  tax  programs.  If  not,  yet 
another  sacrifice  will  be  levied  on  military  members. 

Further  sacrifices  can  and  are  projected  to  come  from  the  possi- 
ble loss  of  non-pay  commissary  benefit  savings  if  the  government 
subsidy  is  withdrawn,  and  Mr.  Chairman,  I  might  add  that  in  the 
area  of  commissary  usage  for  the  military,  the  specific  number,  I 
think  it  is  about  $24.5  million  that  is  collected  every  year  in  the 
commissary  from  the  use  of  food  stamps,  and  it  is  ironic  that  the 
food  stamps  are  being  used  by  military  service  members  and  retir- 
ees who  at  the  $30,000  limit  are  supposed  to  be  rich  people. 

The  other  point  that  I  want  to  make  is  the  plan  to  phase  out 
Impact  Aid  "b"  student  payments  to  military  impacted  civilian 
school  districts  should  not  become  a  reality.  The  entire  point  of  this 
afternoon's  testimony  is  that  unless  the  overseers  of  the  budgetary 
process  protect  and  make  appropriate  decisions  on  behalf  of  the 
members  of  the  U.S.  Armed  Forces,  the  sacrifices  associated  with 
military  service  could  very  well  be  deemed  too  high. 

Mr.  Johnson.  Mr.  Chairman,  in  our  statement  today  NCOA  has 
not  attempted  to  address  the  budget  in  a  line-item-by-line-item 
manner.  There  are  hundreds  of  issues  we  could  review  for  the  com- 
mittee ranging  from  funding  for  replacement  of  equipment  in  vet- 
erans' cemeteries  which  is  currently  suffering  about  a  $4  million 
backlog  to  inadequacies  and  reimbursement  for  moving  expenses 
among  military  personnel. 

Currently  they  only  receive  about  $1  in  reimbursement  for  every 
$3  of  outlays.  Certainly  these  are  important  issues.  Yet  they  pale  in 
comparison  with  the  overall  treatment  of  veterans  and  military 
personnel.  Veterans  and  military  personnel  are  a  very  visible 
target  in  this  administration,  as  they  have  been  in  past  administra- 
tions, and  they  are  being,  in  our  estimation,  asked  to  bear  a  dispro- 
portionate share  of  the  deficit  reduction  burden. 

NCOA  asks  this  committee  to  carefully  consider  how  much  more 
is  asked  of  those  individuals  who  have  worked  so  hard  and  given  so 
much  for  this  Nation,  their  sacrifice  has  already  been  substantial. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Richard  W.  Johnson  and  Major  Mi- 
chael F.  Ouellette  follows:] 
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Prepared  Statements  of  Richard  VV.  Johnson,  Executive  Director  of  Government  Affairs  and 

Sgt.  Maj.  Michael  F.  Ouellette,  USA,  (Ret.),  Deputy  Director  of  Legislative  Affairs, 

Non  Commissioned  Officers  Association  of  the  United  States  of  America 


Mr.  Chairman,  the  Non  Commissioned  Officers  Association  (NCOA)  is  sincerely  grateful  to 
the  committee  for  this  opportunity  to  comment  on  budget  proposals  for  fiscal  year  1994.   I 
am  R.  W.  "Dick"  Johnson,  Executive  Director  of  Government  Affairs  for  NCOA.   With  me 
today  is  retired  Army  Sergeant  Major  Michael  F.  Ouellette,  the  association's  Deputy  Director 
of  Legislative  Affairs.   Together  we  represent  an  association  divided  in  membership  between 
those  who  continue  to  serve  in  the  active  and  reserve  components  of  the  armed  forces  and 
veterans  who  have  left  the  services  after  fulfilling  their  military  obligation.   Accordingly,  our 
comments  this  morning  wiU  address  both  Veterans  and  Defense  programs. 

SACRIFICE 

The  universal  theme  that  binds  together  the  Non  Commissioned  Officers  Association  is 
service  to  the  nation.   A  major  part  of  that  service  is  sacrifice.   For  the  active  servicemember, 
that  sacrifice  manifests  in  family  separations,  frequent  moves,  hazardous  duty,  occasionally 
poor  living  conditions,  etc.   For  veterans  the  sacrifices  too  often  are  personal  health  and 
economic  well-being.    Yet,  for  all  the  sacrifices  they  have  already  made,  veterans  and  military 
personnel  remain  ready  to  do  more  if  what  they  are  asked  to  do  is  perceived  as  fair. 

Unfortunately,  Mr.  Clinton  seems  to  have  focused  his  economic  reforms  on  items  the 
military  would  refer  to  as  "targets  of  opportunity"  because  of  their  visibility.  As  a  result  his 
economic  plan  places  a  disproportionate  burden  on  the  military  and  veterans  community. 

VETERANS 

Mr.  Chairman,  veterans  spending  is  not  responsible  for  the  deficit.    If  anything 
veterans  have  already  contributed  more  than  their  fair  share  to  deficit  reduction  over  the 
years.    Veterans  programs  and  services  suffered  more  than  S5  billion  dollars  in  real  cuts 
under  the  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1990.    The  House 
Veterans  Affairs  Committee  charts  that  follow  paint  a  grim  picture  of  how  veterans  have  been 
treated  in  recent  years.  gocial  Welfare  Programs 
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The  chart  above  demonstrates  with  crystal  clarity  the  decreasing  priority  placed  on 
veterans  spending.   Once  ranked  third  behind  social  security  and  income  security  spending, 
veterans  programs  and  services  now  rank  sixth.   Medicare,  non-veteran  health  care  and  non- 
veteran  education  benefits  all  now  exceed  outlays  on  veterans. 
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The  chart  below  catalogs  a  constant  spending  reduction  in  veterans  programs 
beginning  in  1977.   Overall,  veterans  spending  has  declined  from  more  than  4  percent  of 
federal  outlays  to  less  than  3  percent. 

Total  Federal  Outlays  and  Veterans'  as  a 
Percent  of  Total  Outlays 

FtocaiYtara  1077 -1993 


Over  the  past  ten  years  virtually  every  major  support  program  for  veterans  has  been 
cut  to  accomplish  these  savings.   User  fees  have  been  added  in  education,  home  loan 
guaranty  and  medical  care  programs.   Restrictions  have  been  placed  on  eligibility  for 
medical  care  services,  vocational  rehabilitation,  burial  and  grave  marker  eligibility. 
Even  benefits  for  veterans  disabled  by  service  have  been  eroded. 

MEDICAL  CARE 

Perhaps  the  greatest  loss  over  the  years  has  been  in  the  medical  care  arena.    Eligibility 
based  on  old  age  was  terminated  in  1986  leaving  many  elderly  veterans  to  fend  for 
themselves  in  finding  alternative  insurance.   Medical  care  for  other  veterans  is  now  means 
tested.   Altogether,  hundreds  of  thousands  of  veterans  have  been  denied  promised  medical 
care.   Those  who  remain  eligible  must  contend  with  a  system  degraded  by  infrastructure 
erosion,  limited  funding  and  staffing  problems. 

Total  Federal  Outlays  for  Health, 
Medicare  and  Veterans'  Health  Programs 
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As  shown  in  the  chart  above,  veterans  health  care  spending  has  declined  steadily  from 
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11.4  percent  of  federal  health  care  outlays  to  less  than  6  percent.   To  his  credit,  Mr.  Clinton 
has  proposed  new  spending  that  will  begin  to  restore  medical  center  facilities,  replace 
outdated  equipment  and  perform  overdue  maintenance,  but  it  will  cost  far  more  than  he  has 
proposed  to  accomplish  this  task. 

Concurrently,  the  President  proposes  a  four  year  improved  management/prospecrive 
payment  saving  of  S 1  billion.    Combined  with  extensions  in  medical  care  cost  recovery 
(billing  private  insurance  for  care  given  in  veterans  hospitals)  and  co-payments  from  veterans 
for  prescription  medications,  the  President  intends  to  create  a  savings  of  S2.17  billion. 

Mr.  Chairman,  a  $1  billion  management  savings  is  a  "smoke  and  mirrors"  goal  which 
will  eventually  result  in  a  decline  in  services  to  veterans.    The  other  Clinton  savings  proposals 
will  affect  veterans  more  directly  as  insurance  companies  adjust  their  premiums  to  account  for 
payments  to  veterans  hospitals  and  as  a  direct  tax  on  those  in  need  of  prescription 
medications. 

Altogether,  Mr.  Clinton's  economic  plan  proposes  a  $54  million  net  improvement  in 
medical  care  for  veterans  over  the  next  four  years.    Clearly  this  is  disproportionate  to  the 
President's  proposed  spending  on  non-veterans  medical  care. 

It  is  diflicult  to  ofTer  the  committee  specific  recommendations  regarding  the 
medical  care  budget  for  veterans  without  having  seen  the  administration's  proposaL  We 
can  only  urge  the  committee  to  examine  carefully  the  trend  that  has  existed  in  degrading 
veterans  health  care  and  ask  the  conmiittee  to  take  active  steps  to  reverse  that  trend.  At 
the  same  time  NCOA  commends  to  the  attention  of  the  committee  the  Independent 
Budget  of  Veterans  Organizations  and  suggests  that  it  would  be  a  superb  guide  in  setting 
funding  levels. 

As  a  final  note,  it  has  been  widely  rumored  in  recent  weeks  that  the  administration 
budget  will  propose  a  significant  reduction  in  research  ftinding  and  a  transfer  of  that  funding 
from  medical  care  to  general  operating  expenses.   The  committee  need  not  be  reminded  of  the 
significant  accomplishments  of  veterans  research.   Joint  replacements,  prosthetic  devices, 
spinal  cord  injury,  organ  transplantation,  immimology,  and  nearly  every  other  medical 
specialty  has  benefited  from  research  done  in  veterans  hospitals.   It  would  be  criminal  to 
encumber  these  programs  by  reducing  or  transferring  their  funding. 

BENEFIT  PROGRAMS 

As  demonstrated  above,  in  overall  veterans  spending  and  in  medical  care,  veterans  are 
not  responsible  for  the  deficit.   Overall  department  spending  has  declined,  medical  care 
spending  has  declined.   The  chart  below  tells  an  even  more  stirprising  story. 

Average  Change  in  CPI  vs.  Outlays  for 
Veterans'  Major  Entitiement  Pro^tuns 
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Notwithstanding  the  decline  in  benefits  demonstrated  by  the  chart.  President  Clinton 
projxjses  to  further  degrade  veterans  benefits  by  increasing  fees  in  veterans  education  benefits 
and  home  loan  programs. 

Over  the  next  4  years  the  President  has  announced  plans  to  increase  outlays  to 
civilian  education  programs  by  $38  billion.   Concurrently  he  wants  to  save  $339  million 
by  having  veterans  forfeit  $1,600  in  pay  to  participate  in  the  Montgomery  G.  L  BilL 
Under  the  proposals  advanced  by  the  president,  education  benefits  for  civilians  could 
significantly  exceed  benefits  for  veterans. 

The  Montgomery  G.  I.  Bill  is  a  magnificent  program.   It  provides  much  needed 
education  benefits  to  veterans  and  military  persormel,  but  it  comes  at  a  cost.    Moreover, 
unlike  its  predecessor  G.  I.  Bills,  from  WWII,  Korea  and  Vietnam,  it  requires  veterans  to  pay 
for  their  post  service  benefits.   To  date,  pay  forfeitures  to  the  program  have  significantly 
exceeded  outlays.    Nevertheless,  President  Clinton  has  targeted  this  program  for  cuts. 
Instead,  the  president  should  be  looking  for  a  way  to  eliminate  the  pay  forfeiture 
required  for  participation  In  the  Montgomery  G.  L  Bill  to  make  this  program  as 
attractive  as  his  other  initiatives.   Congress  should  be  considering  legislation  that  would 
allow  those  who  enlisted  between  G.  L  Bills  (January  1,  1977  and  June  30,  1985)  an 
opportunity  to  enroll  in  the  program. 

President  Clinton,  in  his  announcement  of  a  National  Service  Program  does  not  even 
include  inilitary  service  as  an  option  to  loan  repayment.    This  is  truly  inequitable  to  those 
who  serve  in  the  military. 

Without  going  into  great  detail,  the  same  problem  exists  in  the  housing  proposals  the 
President  has  advanced.    He  wants  to  reduce  benefits  for  those  who  have  served  in  the  armed 
forces  but  concurrently  wants  to  spend  more  than  $12  billion  on  housing  for  people  who  have 
never  served  in  the  military  and  are  not  expected  to  do  so. 

VETERANS  SUMMARY 

If  NCOA  makes  no  other  point  we  hope  it  is  clear  to  the  committee  that  declines  in 
veterans  spending,  program  cuts  and  benefit  reductions  have  already  established  that  veterans 
are  not  responsible  for  the  budget  deficit.    Further,  we  hope  the  committee  understands  that 
these  declines  not  only  signify  the  willingness  to  accept  their  share  of  the  burden  but  that  the 
burden  already  borne  by  veterans  is  disproportionate.   We  urge  the  committee  to  lighten  the 
load  on  veterans.    Instead  we  propose  that  the  committee  delay  implementation  of  some 
presidential  initiatives  imtil  adequate  funding  can  be  more  fairly  identified. 

DEFENSE  PROGRAMS 

Mr.  Chairman.   In  the  absence  of  a  Presidential  Budget  for  Fiscal  Year  1994,  the 
testimony  presented  by  NCOA  has  been  prepared  using  President  Clinton's  economic  plan 
entitled  "  A  Vision  of  Change  for  America"  that  has  been  proposed  to  the  nation  and  a 
number  of  other  reports  and  studies  that  present  what  this  Association  considers  to  be  the  best 
guess  Administration  direction  that  currently  faces  this  country. 

Before  NCOA  addresses  its  concerns  of  the  effects  of  the  President's  vision  on  the 
military  persormel  accoimt,  the  Association  must  first  point  out  what  has  been  specified  as  the 
plan's  priorities  in  the  area  of  National  Defense. 


107 


The  President's  plan  specifies: 

o   "Unquestioned  American  military  power  remains  essential  to  the  success  of 
our  diplomacy  and  to  strengthening  our  international  relationships". 

o  "Reducing  the  size  of  the  military  to  provide  funds  for  other  needs,  is  not 
our  purpose". 

o  "The  forces  we  design  will  continue  to  be  built  on  the  superb  capabilities 
and  training  of  our  military  personnel". 

o  "As  we  reduce  the  size  of  our  forces,  we  must  repay  the  debt  of  gratitude 
we  owe  to  the  men  and  women  in  the  services  who  have  served  their  nation 
over  the  past  45  years". 

MILITARY  PERSONNEL  ACCOUNT 

NCOA  is  disturbed  that  the  new  Administration  and  some  Members  of  the  Congress 
are  rushing  and  supporting  the  rush  toward  finding  ways  and  means  to  reduce  the  defense 
budget  beyond  the  targets  established  by  the  previous  Administration.    Although  the  military 
services  had  been  targeted  for  severe  personnel  reductions  by  the  former  Administration,  there 
still  were  countless  attempts  to  maintain  stability  within  the  military  services  and  an 
unprecedented  number  of  solid  efforts  to  ease  the  emotion  of  the  moment.   There  were  pay 
raises,  Cost-of  Living  increases,  improved  personnel  transition  programs,  and  the  resolution  of 
many  inequity  issues.    By  this  Association's  best  estimates,  military  servicemembers,  retirees, 
veterans,  and  their  dependents,  beneficiaries,  and  survivors  are  not  being  asked,  but  rather 
directed,  to  provide  the  sacrifices  needed  to  suppxjrt  "A  New  Direction"  and  somehow  erase 
this  Nation's  debt  through  an  inequitable  application  of  budgetary  cuts  beyond 
that  expected  of  the  average  American  citizen. 

MILITARY  PAY  AND  ALLOWANCES 

Immediately  after  aimouncing  a  tax  increase  that  affects  virtually  all  Americans,  the 
President  announced  a  pay  freeze  for  federal  employees.   This  action  directly  effects  the 
military  servicemember  who  is  also  being  confronted  by  an  increase  in  taxes.    NCOA  points 
out  that  this  is  sacrifice  number  two.    Since  the  pay  freeze  also  impacts  on  allowances  such 
as,  subsistence,  quarters  allowance  and  Variable  Housing  Allowances,  NCOA  points  out  that 
this  is  sacrifice  number  three.  Military  retirees  are  not  protected  from  the  proposed  tax 
increase  and  one  of  the  trial  balloons  included  in  the  President's  budget  agenda  is  the 
proposal  to  increase  the  amount  of  Social  Security  that  is  subject  to  income  tax  from  50%  to 
85%.    For  those  military  retirees  who  are  also  eligible  for  Social  Security  benefits,  this  action 
represents  a  significant  increase  in  taxes  for  those  with  aimual  incomes  of  $25,000  for  single 
taxpayers  or  $32,00  per  couple.   This  will  be  in  addition  to  the  tax  increase  that  will  be 
imposed  on  military  retired  pay. 

If  Congress  enacts  the  President's  proposal,  military  retired  pay  will  be  included  in  the 
income  base  that  is  tised  to  determine  if  Social  Security  benefits  will  be  subject  to  taxation. 
Depending  on  the  amount  of  Social  Security  an  individual  or  couple  receives.  Federal  income 
taxes  could  increase  from  10  to  16  percent.   This  would  represent  a  greater  increase  in  taxes 
for  many  middle  class  Americans  than  the  10%  surtax  being  imposed  on  the  so-called 
wealthy.   This  represents  yet  another  sacrifice.    As  noted  on  behalf  of  veterans,  we  believe 
such  sacrifices  exceed  all  reason  and  arguments  of  fair  share. 
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DEEPER  MILITARY  PERSONNEL  CUTS 

Although  NCOA  has  disagreed  in  past  years  with  the  downsizing  of  military  forces  to 
the  previously  targeted  levels,  it  is  apparent  to  the  Association  that  the  new  Administration 
proposals  wall  exceed  those  established  goals.    The  Army  alone  plans  to  further  reduce  troop 
levels  by  an  additional  13,000  in  FY  1993  and  another  18,000  in  FY  1994.    It  is  estimated 
that  European  troop  strength  originally  set  at  100,000  will  drop  to  75,000  in  FY  1993,  and 
perhaps  to  60,000  in  FY  1994.   Personnel  cuts  in  the  other  services  appear  to  be  consistent 
with  the  predictions  associated  with  the  U.S.  Army  and  exceed  the  previous  goal  of  500,000 
by  an  additional  200,000  servicemen  and  women. 

NCOA  cautions  the  members  of  this  committee  that  this  country  is  moving  much  too 
fast    Enlisted  members  of  the  services  have  expressed  deep  concern  that  although  the  severe 
reduction  of  personnel  is  maintaining  its  scheduled  course,  the  missions  and  requirements  of 
military  units  remain  constant  with  old  personnel  authorizations.   The  can-do  attitude  of  the 
men  and  women  of  the  military  services  gives  the  appearance  that  all  is  well.    However, 
many  of  those  responsible  noncommissioned  and  petty  officer  leaders  have  expressed  concern 
that  manpower  shortages  are  having  a  direct  impact  on  established  safety  standards.    NCOA 
implores  this  committee  to  ensure  that  any  further  reduction  in  military  personnel  to  support 
increased  budgetary  savings,  must  also  include  a  reduction  in  military  mission  requirements. 

TAX  REFORM  RECOMMENDATIONS 

While  the  President's  "vision"  Includes  prof>osals  for  expanding  Earned  Income  Tax 
Credit  (EITC)  and  Supplemental  Security  Income  (SSI),  NCOA  is  obligated  to  recommend 
that  prior  to  increasing  budgetary  amounts  to  support  the  expansion,  a  number  of  inequities 
must  be  resolved  in  the  current  programs.    At  the  present  time,  law  precludes  qualified 
military  servicemembers  from  eligibility  for  EITC  if  they  are  serving  in  overseas  areas. 
Likewise,  dependents  of  servicemembers  who  become  eligible  for  SSI  benefits  while  stationed 
overseas,  are  not  eligible  unless  eligibility  has  been  established  prior  to  assignment  to  the 
overseas  area.    It  should  be  apparent  to  members  of  this  committee  that  any  budgetary 
increase  to  facilitate  expansion  of  these  two  programs  must  also  include  funds  to  resolve  these 
existing  inequities. 

POSSIBLE  COMMISSARY  SUBSIDY  REDUCTIONS 

Even  though  President  Clinton's  plan  did  not  specifically  address  an  attempt  to  reduce 
the  Government  subsidy  to  support  the  operation  of  commissaries  that  serve  the  eligible 
military  and  retiree  commimities,  a  recent  Congressional  Budget  Office  report  provided  to  this 
committee  contained  a  list  of  options  to  eliminate  federal  support  (appropriated  funding)  for 
commissaries,  the  number  two  non-pay  benefit  in  the  military.    One  option  recommended  in 
the  report  is  to  eliminate  the  $1  billion  in  appropriated  funds,  forcing  commissaries  to  become 
self-sustaining  by  raising  prices  by  approximately  15  percent.    NCOA  strongly  recommends 
against  such  action  as  it  is  harmful  to  the  quality  of  military  life  and  represents  yet  another 
"sacrifice"  being  placed  on  military  personnel. 

The  commissary  benefit  has  always  been  viewed  as  an  increase  in  the  net  value  of 
military  compensation.    Beyond  that,  active  duty.  National  Guard,  Reserve,  military  retirees 
and  their  beneficiaries  and  survivors  have  made  other  purchasing  decisions  based  on  the 
availability  of  savings  associated  with  commissary  use.   To  sudderJy  eliminate  this  important 
benefit  would  undoubtedly  have  a  significant  and  severe  impact  on  the  budgets  of  those 
authorized  access.    NCOA  recommends  that  the  only  logical  answer  is  to  expand  the 
patronage  base  to  include  other  categories  of  users.    As  a  first  priority,  NCOA  recommends 
allowing  unlimited  use  by  members  of  the  Guard  and  Reserve. 
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IMPACT  AID  "B"  STUDENT  PAYMENTS 

NCOA  contends  that  "b"  student  Impact  Aid  funding  is  absolutely  critical  to  the  future 
of  military  dependent  students.    The  "b"  student  is  one  whose  military  sponsor  may  work  on 
federal  property  but  resides  in  the  local  community  or  on  property  that  is  taxed  by  the  state. 
The  Clinton  plan  proposes  that  Impact  Aid  "b"  payments  to  school  districts  be  phased-out 
over  a  three-year  period.    NCOA  is  concerned  that  the  President's  plan,  although  improving 
some  areas  of  education,  has  identified  veteran  and  military  dependent  education  as  targets  for 
further  budgetary  cuts.    The  current  military  reduction-in-force  efforts  that  now  app>ear  greater 
than  previous  estimates;  the  reduction  of  military  troop  levels  in  overseas  areas;  and  the 
current  and  projected  base  closure  actions  are  forcing  increasingly  larger  numbers  of  military 
persormel  and  their  families  into  those  installations  that  are  projected  to  remain  operational. 
These  facihties  do  not  have  enough  government  housing  units  to  accommodate  this  large 
influx  of  persormel,  forcing  increasingly  larger  numbers  of  families  into  the  civilian 
communities  and  into  the  local  school  districts.    To  deny  federal  assistance  to  these  schools 
districts  in  the  form  of  Impact  Aid  would  not  only  devastate  the  military  impacted  school 
districts  but  would  ultimately  result  in  a  substantial  decrease  in  the  quality  of  the  education 
levels  of  military  dependent  students.    NCOA  implores  this  Committee  to  maintain  the 
Government's  resp>onsibility  to  provide  a  quality  education  to  the  dependents  of  its  military 
men  and  women.    Failure  to  do  so  will  equate  to  still  another  sacrifice  on  the  parts  of  military 
members. 

CONCLUSION 

Mr.  Chairman,  in  our  statement  today  NCOA  has  not  attempted  to  address  the  budget 
in  a  line  item  by  line  item  manner.   There  are  himdreds  of  issues  we  could  review  for  the 
committee  ranging  from  funding  for  equipment  replacement  in  veterans  cemeteries  ($4  million 
backlog)  to  inadequacies  in  reimbursement  of  moving  expenses  for  members  of  the  armed 
forces  (only  about  one-third  of  member  expenses  are  reimbursed).    Certainly  they  are 
important  issues.    Yet,  they  are  pale  by  comparison  with  the  overall  treatment  of  veterans  and 
military  persormel.    NCOA  asks  this  committee  to  carefully  consider  how  much  more  is  asked 
of  those  who  have  worked  so  hard  and  given  so  much  to  serve  this  nation.   Their  sacrifice 
has  already  been  substantial. 

Thank  You. 
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Mr.  PoMEROY.  Thank  you.  I  must  take  issue  with  you,  Mr.  John- 
son, that  veterans  are  the  target  of  the  administration.  I  don't 
think  veterans  are  the  target  of  any  Member  of  Congress.  I  would 
trust  that  the  unique  and  very  vital  contribution  made  by  the  vet- 
erans of  this  country  is  fully  recognized  and  appreciated  by  every 
Member  and  by  the  President  of  the  United  States. 

I  think  the  target  is  the  horrible  financial  mess  that  this  country 
is  in,  most  particularly  an  historic  deficit  that  is  continuing  to 
climb  and  certainly  threatens  the  financial  security  of  this  coun- 
try's future. 

Mr.  Johnson.  Mr.  Chairman 

Mr.  PoMEROY.  We  deal  with  this  mess.  Tax  increases,  frozen  ben- 
efits— not  just  limited  to  veterans,  but  right  across  the  board — de- 
fense cuts  for  a  world  situation  considerably  different  than  it  was 
even  10  years  ago  are  all  part  of  the  strategies  for  dealing  with  the 
deficit. 

Your  testimony  is  extremely  helpful.  The  President  has  indicated 
he  wants  shared  sacrifice,  not  disproportionate  sacrifice  by  any- 
body. And  so  your  testimony  is  very  helpful  in  that  regard.  But  I 
really  don't  believe  that  you  are  a  target. 

Mr.  Johnson.  Well,  Mr.  Chairman,  it  is  a  little  hard  not  to  feel 
put  upon  when  a  President  proposes  $38  billion  in  new  education 
outlays  without  cutting  any  other  group  in  education  except  veter- 
ans, and  he  seeks  $339  million  in  cost  savings  in  veterans'  educa- 
tion programs. 

It  is  a  little  hard  not  to  feel  put  upon  when  the  President  pro- 
poses so  much,  so  many  billions  of  dollars  in  new  housing  outlays, 
and  the  only  housing  program  from  which  the  President  proposes  a 
savings  is  the  veterans'  housing  program. 

I  am  not  sure  whether  target  is  the  appropriate  word,  Mr.  Chair- 
man; I  am  not  suggesting  that  the  President  has  maliciously 
zoomed  in  on  veterans  and  decided  to  reach  into  their  pocket  and 
take  money  to  fund  other  programs.  But  as  a  representative  of  a 
veterans'  organization,  it  is  a  little  difficult  not  to  feel  as  though 
the  veteran  has  been  singled  out  for  perhaps  a  little  more  than  his 
fair  share  in  this  instance. 

Mr.  PoMEROY.  I  think  that  there  is  a  great  deal  of  concern  about 
the  challenges  of  conversion  as  we  move  from  a  post-Cold  War  en- 
vironment with  two  super  powers  at  the  nuclear  brink  to  the  dif- 
ferent type  of  world  we  find  ourselves  in  today.  Certainly  the  train- 
ing and  preparation  of  our  workers  to  meet  the  challenges  of  the 
future  has  been  emphasized  by  the  administration  as  an  important 
component  of  their  program. 

You  indicate  that  they  seem  not  to  have  considered  adequately 
the  concerns  of  men  and  women  coming  out  of  the  armed  forces? 

Mr.  Johnson.  There  is — yes,  sir,  there  is  always  that  concern. 
Take,  for  example,  individuals  who  entered  the  armed  forces  be- 
tween January  1st  of  1977  and  June  30th  of  1985  are  not  eligible 
for  the  Montgomery  GI  bill  or  the  Vietnam  era  GI  bill.  The  only 
education  program  available — there  was  a  window  in  there,  sir,  in 
which  they  were  not  eligible. 

Mr.  PoMEROY.  Yes. 

Mr.  Johnson.  And  the  only  education  program  available  to  them 
pays  $8,100  in  benefits,  based  on  a  $2,700  contribution.  The  maxi- 
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mum  that  they  can  get  back  in  education  benefits  is  slightly  more 
than  $2,000  per  year  including  nearly  $700  in  personal  contribu- 
tions. 

Any  citizen  of  the  United  States  can  walk  in  and  get  a  Pell  grant 
good  for  $3,600  if  they  are  otherwise  qualified. 

Mr.  PoMEROY.  Provided  they  are  income  eligible. 

Mr.  Johnson.  Provided  they  are  income  eligible,  but  certainly  as 
a  veteran  we  should  do  at  least  that  for  an  individual  who  has  put 
a  few  years  of  service  in  the  armed  forces.  The  President  intro- 
duced the  National  Service  Program  the  other  day,  and  the  Presi- 
dent's National  Service  Program  lists  law  enforcement,  lists  educa- 
tion, lists  health  care,  and  one  other  category  I  believe  of  public 
service  as  a  suitable  pay-back,  but  it  does  not  include  service  in  the 
armed  forces. 

Yet  the  intention  of  that  program  is  to  provide  Pell  level  benefits 
to  those  who  participate.  That  suggests  again  some  inequity. 

Mr.  PoMEROY.  Would  there  be  another  applicable  GI  bill  that  ba- 
sically provides  other  means  of  getting  education  compensation  for 
military  service? 

Mr.  Johnson.  Not  unless  Congress  authorizes  those  individuals 
who  remain  in  service  today  to  enroll  in  the  Montgomery  GI  bill. 
Again,  that  would  require  a  pay  forfeiture  on  their  part,  not  re- 
quired of  civilians  who  participate  in  Pell-type  programs. 

Mr.  PoMEROY.  You  have  made  good  points.  I  think  the  veterans 
need  to  be  prepared  to  accept — let's  call  it — shared  sacrifice  as  we 
work  our  way  out  of  this  financial  mess.  But,  in  the  event  that  you 
feel  your  share  is  disproportionate,  your  comments  will  certainly 
be  taken  into  consideration. 

Thank  you. 

Mr.  Johnson.  Thank  you,  Mr.  Chairman. 

Major  OuELLETTE.  Thank  you,  Mr.  Chairman. 

Mr.  PoMEROY.  The  next  witness,  Tim  Muris,  professor  at  George 
Mason  University.  Thank  you  for  your  patience.  Professor  Muris. 
Sorry  we  are  running  a  little  behind  schedule. 

STATEMENT  OF  TIM  MURIS,  PROFESSOR,  GEORGE  MASON 
UNIVERSITY,  SCHOOL  OF  LAW 

Mr.  Muris.  Thank  you  for  staying,  Mr.  Chairman.  Let  me  just 
ask  to  put  my  statement  in  the  record  and  let  me  summarize  it  for 
you. 

Mr.  PoMEROY.  Excellent. 

Mr.  Muris.  I  am  a  college  professor,  and  since  I  heard  you  are  a 
new  Member,  I  can't  resist  the  opportunity  to  try  to  teach  a  little 
about  the  budget  process.  I  spent  3  years  at  0MB  and  was  primari- 
ly responsible  for  putting  out  three  budgets  at  the  end  of  the 
Reagan  administration.  I  have  continued  to  write  and  study  about 
the  budget  in  the  years  that  I  have  left. 

I  want  to  make  two  points.  If  you  look  at  the  table  on  page  three 
of  my  testimony,  the  first  is,  using  standard  budget  scoring,  what 
the  Clinton  plan  looks  like.  The  second  point  is  to  get  behind  the 
numbers  and  talk  about  how  so  many  of  these  so-called  cuts  are 
really  meaningless  manipulations. 
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What  you  find  if  you  use  standard  scoring  is  that  originally  the 
numbers  were  presented  from  the  administration  for  the  first  time 
that  I  know  of  on  a  gross,  not  a  net,  basis.  Although  they  presented 
the  pluses,  they  emphasized  the  minuses  when  they  claimed  there 
was  an  equality.  Once  you  take  out  or  add  back,  as  it  were,  the 
spending  increases,  once  you  properly  classify  taxes  claimed  as 
outlay  cuts — and  I  am  sure  you  are  sick  to  death  of  hearing  about 
social  security — once  you  properly  classify  the  EITC — the  adminis- 
tration considered  it  entirely  a  tax  cut,  but  more  than  half  of  it  is 
an  outlay  expansion — then  you  also  have  to  adjust  for  the  legal 
base  line. 

The  administration  ignored  the  law,  the  Budget  Enforcement  Act 
of  1990.  Once  you  make  that  change  and  once  you  do  what  CBO 
did,  which  is  remove  the  debt  maturity  proposal  for  shortening  of 
the  maturities,  you  are  left  with  policy  changes  of  about  $5  in  taxes 
for  $1  in  spending  cuts.  And  that  is  including  user  fees  as  spending 
cuts  and  also  including  all  the  other  problems  that  I  am  going  to 
talk  about  in  a  few  minutes. 

Although  the  CBO  numbers  are  hard  to  follow  and  they  did  not 
highlight  this — they  have  reestimated  the  President's  proposals — 
they  have  the  same  5-to-l  ratio.  Mine  is  a  little  below  theirs  be- 
cause they  have  reestimated  a  few  items.  I  have  accepted  the  ad- 
ministration's economics  and  technicals.  If  you  add  in  debt  service 
by  the  CBO  numbers,  you  have  about  $3  in  taxes  for  $1  in  outlays. 
Why  does  the  debt  service  go  down?  The  debt  service  goes  down  be- 
cause the  outlays  for  debt  service  have  decreased  mostly  because 
taxes  have  gone  up,  and  that  has  reduced  the  deficit. 

Let  me  turn  to  the  second  point  and  that  is  trying  to  understand 
what  these  numbers  mean.  In  the  budget  world,  they  use  what  is 
called  a  current  policy  base  line.  There  is  a  story  I  have  heard.  De- 
pending whether  you  are  a  Democrat  or  Republican,  it  is  attributed 
to  Dick  Darman  or  President  Clinton,  but  the  story  goes  that  one  of 
their  children  came  home  all  excited  and  said,  "I  just  saved  a 
dollar."  If  you  are  in  Little  Rock,  a  dollar;  if  you  are  in  Washing- 
ton, it  would  probably  have  to  be  $2.  And  the  parent  said  "How  did 
you  save  a  dollar?"  The  answer:  "Instead  of  taking  the  bus  home,  I 
ran  home  alongside  of  it." 

The  father  said  "next  time,  run  home  alongside  a  cab  and  you 
will  save  $3." 

If  you  understand  that,  then  you  understand  how  budgeting 
occurs  under  this  current  policy  base  line.  It  is  a  problem  for  some- 
one on  the  Budget  Committee,  because  the  substantive  committees 
have  managed  to  arrange  the  system  so  they  can  continue  to  make 
meaningless  cuts,  tell  you  that  they  are  suffering  pain,  and  make 
you  go  through  this  exercise  year  after  year  after  year. 

Let  me  give  you  some  examples;  $25  billion  of  the  5-year  cuts 
come  from  current  cost  controls  that  are  in  effect  right  now,  and 
they  have  been  in  effect  for  years,  but  they  have  been  set  so  they 
are  going  to  expire.  Rather  than  saying  if  you  let  these  things 
expire,  then  the  deficit  is  going  to  go  up,  the  baseline  assumes  that 
if  you  extend  them — the  exact  same  policies  that  are  in  effect 
now — you  get  credit  for  another  cut.  It  is  a  perpetual  motion  ma- 
chine of  cut  after  cut  after  cut. 
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This  mostly  happens  in  the  health  care  area.  Let  me  give  you 
some  specific  examples  in  health  care.  There  is  a  new  one  in  this 
budget,  which  is  called  Correcting  a  Drafting  Error.  In  1990  there 
was  a  drafting  error  made  that  will  increase  the  deficit,  and  one  of 
these  "tough"  entitlement  cuts  in  this  budget  is  to  correct  that 
drafting  error,  and  thereby  claim  savings. 

What  the  administration  does  not  tell  you  is  that  the  same  bill 
had  another  drafting  error.  That  was  a  drafting  error  in  the  provi- 
sion for  durable  medical  equipment,  and  that  drafting  error  would 
have  reduced  the  deficit.  That  bill  was  supposed  to  read  that  the 
compensation  change  was  going  to  be  CPI  minus  1,  but  the  bill 
read  minus  1.  So  what  happened?  HHS  ignored  the  law  as  written 
and  enforced  the  law  as  intended. 

Now,  theoretically,  that  should  have  prompted  BEA  pay  as  you 
go  procedures,  a  sequester,  bells  ringing,  etc.,  but  in  fact  none  of 
that  happened.  What  happened  was  what  should  have  happened, 
namely  correct  the  drafting  error  and  forget  about  it.  But  when  we 
have  a  drafting  error  on  the  other  side,  a  drafting  error  that  in- 
creases the  deficit  as  opposed  to  one  that  reduces  it,  we  are  going 
to  take  credit  correcting  that  drafting  error. 

If  you  do  that,  the  number  of  drafting  errors  will  increase.  And 
you  will  be  faced  with  a  situation  where  the  substantive  commit- 
tees will  be  taking  credit  for  correcting  these  drafting  errors,  and 
telling  you  that  they  are  contributing  enough.  So  I  think  it  is  a 
problem  for  the  Budget  Committee. 

This  manipulation  is  totally  a  function  of  the  base  line.  I  chal- 
lenge you  to  go  back  to  your  constituents  and  explain  some  of  these 
"tough"  savings,  such  as  extending  expiring  provisions  and  correct- 
ing drafting  errors. 

Another  example  is  that  the  administration  proposes  to  end  the 
sewer  grants  program  on  time.  The  authorization  is  ending.  When 
that  authorization  was  passed — I  remember  as  I  was  in  0MB  at  the 
time  and  the  Congress  overrode  President  Reagan's  veto — that  bill 
was  going  to  be  the  end  of  the  program.  That  is  what  the  legisla- 
tive history  said.  What  has  happened  in  the  last  couple  of  years  is 
Congress  has  capitalized  a  fund  to  help  without  new  Federal  dol- 
lars. Because  the  base  line  assumes  the  program  is  continuing,  the 
administration  is  "cutting"  it  and  taking  credit. 

Then  we  have  the  assumed  management  savings.  As  CBO  ex- 
plained in  its  deficit  options  book,  there  are  no  accounts  that  say 
waste,  fraud,  and  abuse,  overhead,  fat;  and  because  there  aren't 
those  accounts,  if  you  are  going  to  reduce  spending,  you  can  not  do 
it  by  these  across-the-board  assumptions  that  the  administration  is 
using.  You  have  got  to  make  thousands  of  changes  in  hundreds  of 
accounts.  And,  in  fact,  the  administration  is  not  doing  that. 

Moreover,  some  of  these  changes  are,  quite  frankly,  contradicto- 
ry. The  administration  proposes  to  cut  100,000  nondefense  employ- 
ees. It  is  actually  54,000.  But  they  claim  to  do  it  at  the  same  time 
that  they  are  adding  billions  of  dollars  of  new  spending  programs. 

Well,  the  reality  is  that  it  is  hard  to  increase  government,  give 
new  responsibilities  to  the  agencies,  and  decrease  employees.  For 
example,  they  claim  they  are  decreasing  9,200  Veterans  employees 
at  the  same  time  they  are  increasing  Veterans  health.  Veterans 
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health,  the  money  goes  to  people.  I  do  not  know  what  explains  this 
inconsistency. 

I  am  told  the  Veterans  Department  has  appealed  and  is  going  to 
get  these  people  back.  I  do  not  know  if  that  is  true. 

The  bottom  line  is  that  these  manipulations  cause  problems  for 
you  in  the  Budget  Committee  because  they  allow  the  substantive 
committees  to  claim  "we  are  making  real  cuts,"  while  in  fact,  the 
deficit  continues  to  grow. 

One  final  one,  Mr.  Chairman,  and  this  may  be  the  dark  side  of 
credit  reform.  When  I  was  in  0MB  I  worked  hard  for  credit  reform. 
And  now  we  see  savings  claimed  from  shifting  student  loans  from 
guaranteed  to  direct.  It  used  to  be  the  way  the  budget  process 
worked,  you  could  get  paper  savings  going  from  direct  to  guaran- 
teed. 

Because  credit  reform  doesn't  count  as  part  of  the  subsidy  the  ad- 
ministrative costs,  you  can  shift  from  guaranteed  loans  in  the  pri- 
vate sector  to  direct  loans.  The  implicit  assumption — if  you  are 
going  to  have  deficit  savings,  as  claimed — is  that  the  Department 
of  Education  and  the  colleges  are  going  to  be  as  good  as  the  people 
who  are  in  the  business  of  administering  loans  at  that  function. 

If  that  is  not  true — and  I  am  highly  dubious  that  is  true;  in  fact, 
the  people  in  the  Department  of  Education  are  talking  privately 
about  contracting  out  that  responsibility — and  there  are  higher  ad- 
ministrative costs,  then  that  reduces  the  savings.  Thus,  we  may 
have  a  problem  with  the  credit  reform  that  was  passed  in  1990. 

The  bottom  line,  again,  is  that  this  committee,  to  the  extent  the 
substantive  committees  can  make  paper  changes,  is  forced  contin- 
ually to  wrestle  with  the  problems  of  the  deficit. 

Thank  you  for  your  time. 

[The  prepared  statement  of  Timothy  J.  Muris  follows:] 

Prepared  Statement  of  Timothy  J.  Muris,  Foundation  Professor,  George 
Mason  University  School  of  Law 

Mr.  Chairman  and  Members  of  the  Committee.  Thank  you  for  inviting  me.  Cur- 
rently a  college  professor,  I  was  Executive  Associate  Director  of  0MB  from  198.5-88. 
Since  then,  I  have  continued  to  study  and  write  about  the  budget  and  the  budget 
process.  This  testimony  summarizes  a  report  I  am  writing  for  the  American  Enter- 
prise Institute. 

I  want  to  make  two  points.  First,  when  measured  by  standard  budget  scoring,  the 
Administration's  plan  produces  almost  $5  in  taxes  for  every  $1  in  outlay  reduction 
resulting  from  policy  changes  through  1998.  (Through  1997,  the  ratio  is  about  $10  to 
$1.)  Even  including  the  debt  service  savings,  most  of  which  results  from  assuming 
that  increased  taxes  reduce  the  deficit,  the  ratio  is  about  $2.40  in  taxes  to  $1  in  out- 
lays, through  1998.  Second,  when  the  nature  of  "normal"  budget  accounting  is  un- 
derstood, it  is  clear  that  many  of  the  claimed  non-defense  cuts  are  merely  manipula- 
tions of  the  so-called  current  policy  baseline  or  are  otherwise  dubious.  In  reality, 
there  are  no  net  cuts,  at  least  as  normal  Americans  would  understand  that  term.- 

I.  SCORING  THE  CLINTON  PLAN   UNDER  STANDARD  BUDGET  PRINCIPLES 

The  Administration  began  by  claiming  its  reductions  in  outlays  ($328  billion 
through  19!)8  before  debt  service)  and  increases  in  receipts  ($331  billion)  were  equiv- 
alent. (See  Table  1.1  But,  for  the  first  time  in  a  budget,  an  Administration  empha- 
sized gross  numbers.  (That  is,  it  used  numbers  before  subtracting  spending  increases 
and  tax  cuts.)  Although  the  Administration  claims  that  it  hid  nothing,  numerous 
reporters  were  confused,  including  those  of  the  New  York  Times.  Net  of  the  stimulus 
and  investment  proposals,  the  numbers  are  $167  billion  in  reduced  outlays  and  $248 
billion  in  increased  receipts. 
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But  these  net  numbers  use  the  Administration's  presentation,  which  misclassify 
an  increase  in  social  security  and  other  taxes  as  an  outlay  cut  ($32  billion)  and  the 
Earned  Income  Tax  Credit  (EITCi  as  entirely  a  tax  cut  (S17  billion).  Because  most  of 
the  EITC  is  paid  to  recipients  in  excess  of  any  tax  liability,  this  excess  has  always 
been  classified  as  an  outlay.  By  rejecting  the  conventional,  and  common  sense,  scor- 
ing of  these  provisions,  the  President  both  understated  the  proposed  tax  increase 
and  overstated  the  proposed  outlay  cuts.  Under  the  correct  scoring,  reduction  in  out- 
lays shrink  by  an  additional  S49  billion  to  $118  billion  and  receipts  grow  by  that 
amount  to  $297  billion. 

Note  that  because  the  Administration  claims  $112  billion  in  defense  cuts,  and 
some  unspecified  amount  in  foreign  affairs  spending  I  at  least  $6  billion),  there  are 
virtually  no  decreases  in  domestic  programs.  Moreover,  these  numbers  are  not 
measured  against  actual  spending.  Instead,  they  are  reductions  from  the  "baseline," 
which  itself  has  large  increases  built  into  it.  The  President  projects  that  domestic 
spending  will  increase  overall  by  31  percent  by  1998,  an  amount  more  than  twice 
the  growth  from  inflation. 

Next,  we  need  to  adjust  for  the  new  spending  that  results  from  the  Administra- 
tion's use  of  an  incorrect  baseline.  According  to  CBO,  its  numbers  assumes  "compli- 
ance" with  the  Budget  Enforcement  Act  (BEA)  of  1990,  the  statute  passed  to  imple- 
ment President  Bush's  deal  made  with  Congress  in  that  year.  Although  this  act  is 
the  law  of  the  land,  the  Clinton  Administration's  baseline  exceeds  that  required  by 
the  BEA.  Compared  to  the  legally-required  baseline,the  administration  has  added 
$36  billion  in  new  spending.  To  calculate  the  true  effects  of  the  President's  plan, 
this  $36  billion  must  be  subtracted  from  any  claim  of  net  deficit  reduction. 

This  $36  billion  increase  in  spending  is  in  addition  to  the  $161  billion  the  Presi- 
dent admits  and  the  $17  billion  expansion  of  the  EITC.  On  a  gross  basis,  therefore, 
the  President  proposes  spending  increases  of  $214  billion  above  a  baseline  that  fol- 
lows the  law.  Accordingly,  the  imbalance  between  outlay  cuts  and  revenue  increases 
now  becomes  $82  billion  to  $297  billion,  respectively. 

Next,  I  remove  the  $16  billion  "savings"  from  shortening  the  maturity  of  govern- 
ment debt.  Although  President  Clinton  included  it  as  an  "entitlement"  cut.  this  is 
not  a  reduction  in  a  spending  program.  Moreover,  this  change  is  a  supposed  free 
lunch,  rejected  by  past  Administrations  of  all  stripes,  and  will  backfire  if  interest 
rates  rise. 

This  change  leaves  $66  billion  in  outlay  cuts  and  $297  billion  in  tax  increases.'  I 
have  not  included  any  of  the  claimed  $46  billion  in  debt  service  reduction  in  the 
numbers.  (Because  the  Administration  used  the  wrong  discretionary  baseline,  this 
number  should  shrink  by  several  billion  dollars.)  These  outlay  savings  result  from 
reductions  in  payments  for  interest  on  the  debt.  Interest  is  not  a  program  in  the 
sense  of  providing  government  grants  or  services.  Instead,  this  category  results  from 
the  borrowing  needed  to  cover  the  difference  between  past  and  present  outlays  and 
revenues.  Because  new  taxes  and  fees  swamp  real  reductions  in  spending  in  the 
Clinton  plan,  most  of  the  amount  of  interest  savings  claimed  results  directly  from 
taxpayers  paying  more  to  Washington,  not  from  cuts  in  governments. 

II.  UNDERSTANDING  THE  NUMBERS 

"Political  language  ...  is  designed  ...  to  give  an  appearance  of  solidity  to  pure 
wind." 

George  Orwell 

Over  the  last  20  years,  politicians  and  budget  professionals  of  all  stripes — liberals 
and  conservatives.  Democrats  and  Republicans — have  reduced  budget  terminology 
to  an  Orwellian  nightmare.  Increases  in  spending  can  be  "cuts,"  receipts  to  the  gov- 
ernment can  "reduce"  outlays,  and  laws  that  continue  a  policy  already  in  effect,  but 
set  to  expire,  can  be  said  to  "reduce  "  spending.  The  Administration  has  continued, 
and  in  some  cases  increased,  the  trend  of  creative  budget  accounting  and  even  out- 
right gimmicks  to  claim  most  of  its  "cuts." 

On  a  gross  basis,  the  non-defense  "cuts"  total  $168  billion.  But,  as  Table  2  reveals, 
$115  billion  are  dubious.  First,  $55  billion  is  saved  by  dubious  manipulations  of  the 
baseline: 


'  I  assume  the  same  economic  and  technical  assumptions  as  does  the  Administration.  I  share, 
however,  the  suspicion  of  those  who  argue  that  the  Administration  will  not  obtain  as  much  in 
new  taxes  from  the  "rich"  as  it  claims.  More  important,  the  rise  in  marginal  rates  will  increase 
the  amount  of  effort  to  avoid  taxes,  and  these  resources  spent  on  that  effort  are.  from  a  societal 
view,  unproductive. 
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Numerous  provisions  now  controlling  costs  are  set  to  expire.  Rather  than  calling 
the  failure  to  continue  these  provisions  an  increase  in  the  deficit,  budget  account- 
ants call  continuing  them  a  "cut."  Thus,  President  Clinton  claims  $25  billion  in  sav- 
ings from  continuing  policies  that  have  been  in  effect  for  years. 

Eleven  billion  dollars  results  from  giving  Federal  employees  a  pay  raise  in  four  of 
the  next  five  years,  albeit  one  smaller  than  projected.  When  American  hear  that 
government  pay  is  "cut,"  how  many  will  understand  what  they  would  call  a  pay 
raise  represents  a  significant  portion  of  the  total  deficit  cut? 

Manipulation  of  the  health  care  baseline  produces  about  $13  billion  in  savings. 
One  of  the  largest  single  claimed  entitlement  cuts  ($6  billion)  is  merely  to  correct  a 
"drafting  error"  in  Medicaid.  When  faced  with  the  reciprocal  situation  in  the  same 
bill — that  is  a  drafting  error  that  reduced  the  deficit — the  budget  world  of  Washing- 
ton did  not  credit  the  correction  of  the  error  as  increasing  the  deficit.  Of  course, 
errors  should  be  corrected,  but  to  allow  corrections  of  drafting  mistakes  to  be 
claimed  as  deficit  cuts  is  to  invite  such  mistakes.  In  the  inevitable,  next  round  of 
budget  negotiations,  those  who  control  entitlement  programs  can  allow  themselves 
untold  billions  of  "savings"  merely  by  a  fortuitous  number  of  "drafting  errors,"  and 
thereby  continue  to  avoid  the  hard  choices  that  they  have  avoided  for  over  a  decade. 

The  remainder  of  the  $13  billion  is  derived  from  increasing  hospitals  reimburse- 
ments by  less  than  the  increase  in  the  so-called  market  basket,  an  index  of  input 
inflation.  This  index  grows  by  more  than  general  inflation  and  paying  the  full 
market  basket  assumes  that  hospitals  achieve  no  gains  in  productivity.  By  annually 
increasing  hospital  payments  by  less  than  the  market  basket,  billions  of  dollars  of 
"savings"  have  been  claimed  since  1985,  while  Medicare  outlays  have  doubled. 

The  Administration  assumes  $6  billion  in  savings  for  the  already-scheduled  com- 
pletion of  the  waste  water  grants  program.  Although  the  program  will  have  ended, 
the  baseline  assumes  it  will  continue,  allowing  the  President  to  claim  savings. 

Because  the  President  proposes  to  increase  spending  in  the  short  run  to  finish  the 
program,  this  "cut"  illustrates  another  policy  of  the  Administration — most  of  the 
new  spending  and  taxes  begin  now,  with  the  "cuts"  promised  for  the  future.  Thus, 
as  Table  1  reveals,  taxes  increase  in  1994  by  $36  billion,  while  spending  increased  by 
$9.  This  is  hardly  a  balanced  program,  but  it  is  a  familiar  story.  The  1990  budget 
deal  was  to  produce  much  of  its  savings  in  1994  and  1995.  Yet,  President  Clinton 
proposes  simply  to  eviscerate  the  vaunted  spending  caps  that  were  to  control  discre- 
tionary spending  in  those  two  years. 

Moreover,  many  of  the  other  cuts  are  suspicious:  $35  billion  represent  assumed 
management  savings.  To  reduce  the  deficit,  agency  budgets  must  be  cut,  yet  the  Ad- 
ministration proposes  to  raise  them.  Most  of  the  savings  result  from  reductions  in 
people,  overhead,  and  for  "streamlining."  Individual  budget  line  items  do  not  exist 
for  these  categories,  and  spending  can  not  be  reduced  by  presidential  fiat.  Perhaps 
the  detailed  budget  to  come  on  April  5  will  present  the  thousands  of  changes  in 
hundreds  of  accounts  necessary  to  make  these  "cuts"  real.  The  25  percent  reduction 
in  White  House  staff,  which  the  Administration  admits  will  not  reduce  that  budget 
by  anywhere  near  25  percent,  is  not  a  reassuring  precedent. 

Moreover,  the  manner  in  which  the  President  chose  the  overhead  cut  is  revealing. 
According  to  the  Wall  Street  Journal,  (2-19-93  at  A-9)  the  President  was  given  "a 
planned  executive  order  to  slash  administrative  spending  by  11  percent  over  four 
years,  [but]  he  crossed  out  the  11  percent  at  the  last  minute  and  made  it  14  per- 
cent." Again,  presidential  fiat  does  not  translate  into  budget  savings. 

Another  concern  is  revealed  by  the  claim  of  a  reduction  of  21,800  employees  in 
1993.  If  implemented,  it  would  save  about  $1  billion.  But,  the  Administration  does 
not  claim  1993  savings  or  present  1993  numbers.  At  least  three  explanations  are 
possible.  First,  if  made  the  reductions  will  not  be  used  to  reduce  the  deficit,  but  to 
fund  other  programs.  Second,  no  actual  reduction  will  occur  because  the  base  from 
which  the  reduction  is  calculated  is  artificially  high.  If  so,  then  the  Administration 
has  simply  inflated  the  base  to  make  itself  look  good.  Third,  the  cuts  are  real  and 
will  be  used  to  reduce  the  deficit.  This  explanation  seems  unlikely,  because  the  Ad- 
ministration would  have  to  propose  recessions  of  existing  appropriations  to  achieve 
this  savings.  Under  the  Impoundment  and  Control  Act,  it  could  not  unilaterally 
decide  to  withhold  such  a  large  amount  of  money. 

Yet  another  problem  concerns  the  new  spending  that  the  President  proposes.  To 
implement  these  changes,  more,  not  fewer.  Federal  workers  will  be  required.  As- 
sumed management  savings  will  not  prevent  the  need  for  such  new  workers.  For 
example,  the  President  proposes  to  shift  billions  of  dollars  of  loans  now  made  by 
private  creditors  to  a  Federal  direct  loan  program.  Although  colleges  will  allegedly 
take  up  much  of  the  administrative  burden,  employees  of  the  Department  of  Educa- 
tion must  supervise  this  new  responsibility. 
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A  larger  example  concerns  the  Veterans  Affairs  Department,  the  second  largest 
employer  in  the  government.  The  President  proposes  to  increase  Veteran  health 
care,  while  reducing  the  number  of  employees  by  9,200.  Yet,  most  of  the  money  for 
Veterans  health  is  used  to  pay  for  employees.  Thus,  the  President's  proposed  in- 
crease in  spending  is  difficult  to  reconcile  with  his  proposed  decrease  in  employ- 
ment. 

By  increasing  various  fees,  the  Administration  claims  $13  billion  in  five-year  sav- 
ings. Many  of  these  fees  are  disguised  taxes  (e.g.  businesses  paying  for  the  right  to 
be  regulated),  a  few  are  good  policy,  but  none  reduce  the  size  of  government. ^ 

By  paying  Federal  retirees  an  annuity  for  their  remaining  lives  rather  than  a 
lump  sum  upon  retirement,  $8  billion  in  "savings"  are  claimed.  Although  the  gov- 
ernment pays  out  less  now,  it  pays  more  later. 

The  Administration  claims  $4  billion  in  savings  from  shifting  from  guaranteed  to 
direct  loans  for  students.  But  the  administrative  costs  of  the  program  will  likely  in- 
crease. Why  will  the  government  and  colleges  be  as  efficient  as  private  creditors — 
who  are  in  the  loan  business  after  all — at  administering  the  program.  Because  the 
credit  reform  enacted  in  1990  ignores  administrative  costs  and  the  proposal  appar- 
ently assumes  no  change  in  default  rates,  the  proposed  savings  are,  at  least,  suspi- 
cious. 

What  does  all  this  leave?  Assuming  that  every  dollar  of  the  remaining  non-de- 
fense cuts  are  real — and  at  least  some  of  these  cuts  are  at  best  vaguely  specified — 
there  are  only  $53  billion  of  gross  reduction.  Because  there  are  $214  billion  in  spend- 
ing increases  through  1998,  these  non-defense  increases  swamp  the  total  reduction 
($53  billion  plus  $112  billion  for  defense),  even  measured  by  the  peculiar  accounting 
of  official  Washington. 

Stripped  of  this  accounting,  the  Clinton  plan  is  merely  a  gigantic  tax  increase  to 
produce  modest  reductions  in  the  actual  deficit  (from  $290  billion  in  1992  to  $241 
billion  in  1998),  while  funding  a  massive  increase  in  domestic  government.  As 
Orwell  would  have  said,  the  Clinton  claim  of  government  sacrifice  is  pure  wind. 


There  are  some  expiring  fees  included  in  the  category  of  "extending  expiring  provisions. 
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+    17 

+    36 

+    16 

+  262 

-    66 

TABLE  1 

Adjustment  to  Administration  Scoring  to  Conform  With  Standard 

Budget  Principles  (S  in  billions) 

1994  1993-98 

Claimed  Spending  Cuts  (Gross)  -20  -328 

Adjustments 

1)  Add  Stimulus  &  Investment       +15  +161 

2)  Properly  Classify  Taxes 

Claims  As  Outlay  "Cuts"       +3  +  32      - 

3)  Properly  Classify  EITC 

Expansion  0 

4)  Adjust  For  Legal  Baseline       +  9 

5)  Remove  Interest  Savings         +  2 

Total  Adjustments  +29 

Actual  Spending  Cuts  +  9 

(+  indicates  increase)  ===  ===== 

Claimed  Tax  Increase  (gross)  +46  +331 

Adjustments 

1)  Tax  Incentives  -13  -  83 

2)  Properly  Classify  Taxes 

Misclassif ied  as 

Outlay  Cuts  +3  +32 

3)  Properly  Classify  EITC 

as  Program  Expansion         0  +  17 

Total  Adjustments  -10  -  34 

Actual  Taxes  +36  +297 


TABLE  2 
Clinton's  $168  Billion  in  Claimed  Gross  Cuts  in  Non-Defense  Programs 

Baseline  Manipulations 

Extending  Expiring  Provisions  25 

One  Year  Pay  Freeze,  4  Year  Increase  11 

Health  Care  13 

Extending  Sewer  Grants  on  Time  6 

55 

Assumed  Management  Savings  35 

Higher  Fees  13 

Lump  Sum  Payment  Shift  8 

Student  Loans  4 

Total  115 
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Chairman  Sabo  [presiding].  Thank  you,  sir.  I  am  sorry  I  missed  a 
portion  of  your  testimony,  because  we  are  trying  to  do  lots  of  work 
to  get  things  under  control. 

Mr.  MuRis.  I  am  amazed  you  are  here  at  all  this  late  on  Friday. 

Chairman-  Sabo.  I  am  just  looking  for  one  thing  here.  Were  you 
at  0MB  when  we  switched  the  tax  treatment  of  social  security  so 
that  50  percent  was  paid? 

Mr.  MuRis.  No.  I  was  not  there  then.  But,  in  fact,  I  think  if  you 
look  at  every  budget  0MB  put  out,  it  continued  to  classify  that  tax 
as  a  tax  and  not  as  an  outlay  cut  in  the  actual  budgets. 

Chairman  Sabo.  How  was  it  characterized  by  President  Reagan 
in  1983? 

Mr.  MuRis.  I  have  heard  from  the  Democrats  that  President 
Reagan  said  it  was  the  same  as  a  reduction  in  benefits.  The  point 
that  I  would  make 

Chairman  Sabo.  That  is  the  answer  to  the  question.  I  must  say 
that  we  are  going  through  this  very  seriously.  Let  me  assure  you 
that  there  will  be  some  real  budget  cuts  in  the  proposal  that  will 
be  adopted  by  the  Congress.  I  have  to  say  that  as  somebody  who 
has  watched  the  budget  process  very  closely  and  served  on  this 
committee  for  4  years,  this  budget  is  by  far  the  straightest  budget  I 
have  seen. 

But  we  thank  you  for  your  testimony.  We  will  read  through  it.  I 
am  sorry  I  couldn't  listen  to  all  of  it. 

Mr.  MuRis.  I  understand,  Mr.  Chairman.  Thank  you. 

Chairman  Sabo.  David  Schlein,  am  I  close  to  pronouncing  it 
right?  Welcome. 

STATEMENT  OF  DAVID  J.  SCHLEIN,  14TH  DISTRICT  NATIONAL 
VICE  PRESIDENT,  AMERICAN  FEDERATION  OF  GOVERNMENT 
EMPLOYEES (AFGE) 

Mr.  Schlein.  Thank  you,  Mr.  Chairman. 

My  name  is  David  Schlein.  I  have  the  honor  of  serving  as  nation- 
al Vice  President  with  the  American  Federation  of  Government 
Employees,  AFL-CIO.  I  am  with  the  14th  District  which  represents 
employees  of  the  District  of  Columbia  government,  as  well  as  Fed- 
eral Government  employees  who  live  and  work  in  the  metropolitan 
Washington  region  here. 

On  behalf  of  those  workers,  as  well  as  the  over  700,000  Federal 
employees  nationwide  which  AFGE  represents,  I  thank  you  for  the 
opportunity  to  testify  on  the  impact  of  President  Clinton's  econom- 
ic proposals. 

Like  a  majority  of  Americans,  AFGE  members  support  the  gen- 
eral thrust  of  the  President's  economic  plan.  Federal  employees 
have  always  been  in  favor  of  deficit  reduction  policies  which  re- 
build our  Nation's  industrial  capacity  and  improve  its  competitive- 
ness, a  progressive  tax  structure,  and  programs  which  aid  the 
needy.  We  have  always  been  willing  to  pay  our  fair  share  for  these 
policies. 

The  problem  is.  Federal  employees  always  seem  to  be  asked  to 
bear  a  hugely  disproportionate  share  of  the  financial  burden.  In 
the  past,  we  have  borne  pay  freezes,  layoffs,  furlough  threats  and 
sequestrations,  increases  in  health  insurance  premiums,  increases 
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in  our  costs  for  pension  benefits,  staffing  shortages,  workload  in- 
creases, shortages  of  supplies,  and  the  list  goes  on  and  on. 

We  have  sacrificed  continually  over  the  last  15  years,  and  we  are 
willing  to  do  more.  But  we  will  not  agree  to  the  level  of  sacrifice 
suggested  by  the  President.  His  proposed  pay  freeze  and  reduction 
in  health  insurance  benefits  is  simply  too  much. 

Federal  employees  are  being  asked  to  pay  twice.  Once  as  citizens, 
paying  higher  taxes  and  doing  without  some  government  services; 
and  again  as  employees  who  will  suffer  real  wage  losses  from  a  pay 
freeze,  be  forced  to  pay  an  ever-higher  percentage  of  our  health  in- 
surance premiums,  and  face  increased  workloads  as  we  take  on 
added  responsibilities  as  a  consequence  of  staff  reductions  produced 
by  attrition. 

President  Clinton  vowed  to  spare  people  who  make  less  than 
$30,000,  arguing  correctly  that  those  in  this  group  have  sacrificed 
enough  during  the  last  12  years.  But  46  percent  of  Federal  workers 
fall  into  this  category,  and  for  them  the  pay  freeze  and  health  in- 
surance cuts  amount  to  a  6  percent  decrease  in  their  income  rate. 

The  pay  freeze,  including  the  forgone  employment  cost  index  ad- 
justment and  the  locality  adjustment  will  cost  this  employee  ap- 
proximately $2,000  in  1994.  This  alone  is  10  times  the  estimated 
$200  in  energy  taxes  that  a  comparably  paid  non-Federal  worker  is 
being  asked  to  contribute  in  1994. 

Add  to  this  at  least  $300  in  added  health  insurance  premiums 
and  the  $2,500  contribution  our  average  Federal  worker  is  making 
compares  favorably  with  what  is  being  asked  of  someone  with  a 
taxable  income  of  at  least  $180,000,  who  hasn't  managed  to  shelter 
his  income  or  follow  some  of  the  many  strategies  available  to  him 
for  avoiding  tax  increases  altogether. 

What  is  worse  in  our  eyes  is,  the  burden  on  Federal  employees 
will  be  felt  forever,  because  not  only  has  the  President  proposed 
freezing  pay  in  1994,  he  wants  to  refigure  the  whole  pay  setting 
formula  asset  in  the  Federal  Employees  Comparability  Act,  which 
was  designed  to  close  the  considerable  gap  between  Federal  and 
non-Federal  pay  on  a  locality  basis,  while  providing  an  annual  EC! 
adjustment  to  make  sure  that  gap  doesn't  arise  again. 

Further,  the  1994  freeze  will  not  only  have  a  permanently  nega- 
tive effect  on  salaries,  but  pensions  and  life  insurance  benefits  as 
well. 

Since  we  are  among  those  objecting  to  the  President's  plan,  we 
are  willing  to  put  up  alternative  suggestions  for  spending  cuts  and 
tax  increases  which  will  more  than  pay  for  the  maintenance  of  the 
Federal  employee  compensation  package.  First  on  our  list  is  the 
government's  contracting-out  program. 

Often  touted  as  a  means  of  saving  the  government  money,  it  usu- 
ally costs  more  and  invites  fraud,  inefficiency  and  delay.  The  gov- 
ernment currently  spends  $78  billion  per  year  on  private  contracts, 
30  percent  more  than  it  did  just  8  years  ago.  Indeed,  it  is  one  of  the 
fastest  growing  areas  of  expenditure  in  the  budget,  behind  health 
care  and  interest  on  the  national  debt. 

Numerous  groups  both  inside  and  outside  government,  including 
GAO,  the  DOD  Inspector  General,  the  President's  Council  on  Man- 
agement Improvement,  the  House  Government  Operations,  and  the 
Washington  Post  have  produced  reports  demonstrating  the  multi- 
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tude  of  ways  that  the  government  contracting-out  program  wastes 
money. 

Government  service  contracts  primarily  purchase  labor  services. 
In  the  aggregate,  at  least  60  percent  of  the  value  of  these  contracts 
represents  the  cost  of  hiring  people  to  perform  day-to-day  work  for 
the  government.  Just  as  the  President  has  proposed  reducing  the 
Federal  work  force  by  100,000  as  a  means  to  spur  efficiency,  AFGE 
recommends  a  10  percent  cut  in  the  level  of  spending  on  private 
contracts,  so  that  those  in  the  private  sector  will  be  similarly  en- 
couraged to  do  more  with  less  in  the  name  of  deficit  reduction.  This 
move  can  save  $7.8  billion. 

According  to  a  1985  report  to  the  House  Committee  on  Govern- 
ment Operations,  there  is  approximately  $40  billion  worth  of  gov- 
ernment property  which  has  been  loaned  to  private  companies  as 
part  of  the  contracting-out  process.  It  was  found  that  in  many  cases 
these  materials  and  equipment  were  not  necessary  for  performing 
the  contract  or  being  used  to  perform  other  commercial  work  not 
related  to  the  contract  or  not  able  to  be  located  or  in  the  worst 
cases,  being  sold  back  to  the  government.  If  an  aggressive  effort 
were  made  to  reclaim  this  equipment  and  seek  reimbursement  for 
materials  which  have  been  improperly  used,  maintained,  or  sold 
back  to  the  government,  we  estimate  the  $10  billion  could  be  recov- 
ered. 

AFGE  has  published  our  ideas,  which  we  will  also  provide  to  the 
committee,  for  improving  government  operations  which  save 
money,  as  well  as  a  list  of  government  programs  and  tax  subsidies 
which  we  feel  cannot  be  justified  in  an  era  of  tight  budgets. 

Many  of  our  ideas  are  unique  and  based  on  experience  of  AFGE 
members  whose  work  experience  in  agencies  and  programs 
throughout  the  government  give  them  special  insight  into  what  is 
useful  and  what  is  not  in  the  way  the  government  functions.  We,  of 
course,  will  make  these  materials  available  to  the  committee. 

This  concludes  my  testimony.  Thank  you  for  the  opportunity  to 
be  here  today,  and  if  you  have  any  questions,  I,  of  course,  will  be 
happy  to  respond. 

[The  prepared  statement  of  David  J.  Schlein  follows:] 

Prepared  Statement  of  David  J.  Schlein,  National  Vice  President,  American 
Federation  of  Government  Employees 

My  name  is  David  Schlein.  I  am  the  National  Vice  President  of  the  14th  District 
of  the  American  Federation  of  Government  Employees,  AFL-CIO  (AFGE)  which 
represents  employees  of  the  District  of  Columbia  and  the  Federal  Government  who 
live  and  work  in  the  region  surrounding  this  city.  On  behalf  of  these  workers,  as 
well  as  the  over  700,000  Federal  employees  nationwide  which  AFGE  represents,  I 
thank  you  for  the  opportunity  to  testify  on  the  impact  of  President  Clinton's  eco- 
nomic proposals. 

Like  a  majority  of  Americans,  AFGE  members  support  the  general  thrust  of  the 
President's  economic  plan.  Federal  employees  have  always  been  in  favor  of  deficit 
reduction,  policies  which  rebuild  our  Nation's  industrial  capacity  and  improve  its 
competitiveness,  a  progressive  tax  structure,  and  effective  programs  which  aid  the 
needy.  And  we  have  always  been  willing  to  pay  our  fair  share  for  these  policies. 

The  problem  is:  Federal  employees  always  seem  to  be  asked  to  bear  a  hugely  dis- 
proportionate share  of  this  financial  burden.  In  the  past,  we  have  borne  pay  freezes, 
layoffs,  furlough  threats  from  sequestrations,  benefit  reductions,  increases  in  health 
insurance  premiums,  increases  in  our  costs  for  pension  benefits,  staffing  shortages, 
workload  increases,  shortages  of  supplies — the  list  goes  on. 
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We  have  sacrificed  continually  over  the  last  15  years,  and  we  are  willing  to  do 
more.  But  we  will  not  agree  to  the  level  of  "sacrifice"  suggested  by  the  President. 
His  proposed  pay  freeze  and  reduction  in  health  insurance  payments  is  simply  too 
much.  Federal  employees  are  being  asked  to  pay  twice:  once  as  citizens  paying 
higher  energy  taxes  and  doing  without  some  government  services,  and  again  as  em- 
ployees who  will  suffer  real  wage  losses  from  a  pay  freeze,  be  forced  to  pay  an  ever 
higher  percentage  of  our  health  insurance  premiums,  and  will  face  increased  work- 
loads as  we  take  on  added  responsibilities  as  a  consequence  of  staff  reductions  pro- 
duced by  attrition. 

President  Clinton  vowed  to  spare  people  who  make  less  than  $30,000  per  year,  ar- 
guing correctly  that  those  in  this  group  have  sacrificed  enough  in  the  past  12  years. 
But  46  percent  of  Federal  workers  fall  into  this  category,  and  for  them,  the  pay 
freeze  and  the  health  insurance  cuts  amount  to  a  6  percent  increase  in  their  income 
tax  rate. 

Nationally,  the  average  Federal  salary  is  around  .$36,000.  The  pay  freeze,  includ- 
ing the  foregone  Employment  Cost  Index  (ECIl  adjustment  and  the  locality  adjust- 
ment, will  cost  this  employee  approximately  $2,000  in  1994.  This  alone  is  ten  times 
the  estimated  $200  in  energy  taxes  a  comparably  paid  non-Federal  worker  is  being 
asked  to  contribute  in  1994.  Add  to  this  at  least  $300  in  added  health  insurance  pre- 
miums, and  the  $2,500  "contribution"  our  average  Federal  worker  is  making  com- 
pares favorably  with  that  being  asked  of  someone  with  taxable  income  of  at  least 
$180,000  who  has  not  managed  to  shelter  his  income  or  follow  some  of  the  many 
strategies  available  to  him  for  avoiding  tax  increases  altogether. 

What  is  worse,  the  burden  on  Federal  employees  will  be  felt  forever  because  not 
only  has  the  President  proposed  freezing  pay  in  1994,  he  wants  to  refigure  the  whole 
pay-setting  formula  set  forth  in  the  Federal  Employees  Pay  Comparability  Act 
(FEPCA)  which  was  designed  to  close  the  considerable  gap  between  Federal  and 
non-Federal  pay  on  a  locality  basis  while  providing  an  annual  ECI  adjustment  to 
make  sure  a  gap  would  not  arise  again.  Further,  the  1994  freeze  will  not  only  have 
a  permanently  negative  effect  on  salaries,  but  pensions  and  life  insurance  benefits 
as  well. 

Since  we  are  among  those  objecting  to  aspects  of  the  President's  plan,  we  are  will- 
ing "to  put  up"  alternative  suggestions  for  spending  cuts  and  tax  increases  which 
will  more  than  pay  for  the  maintenance  of  the  Federal  employee  compensation 
package. 

First  on  our  list  is  the  government's  contracting  out  program.  Often  touted  as  a 
means  of  saving  the  government  money,  it  usually  costs  more,  and  invites  fraud, 
inefficiency,  and  delay.  The  government  currently  spends  $78  billion  per  year  on 
private  contracts,  30  percent  more  than  it  did  just  8  years  ago.  Indeed,  it  is  one  of 
the  fastest  growing  areas  of  expenditure  in  the  budget,  behind  health  care  and  in- 
terest on  the  national  debt.  Numerous  groups  both  inside  and  outside  government, 
including  the  GAO,  DoD  Inspector  General,  the  President's  Council  on  Management 
Improvement  (1990  report),  the  House  Government  Operations  Committee,  and  The 
Washington  Post  have  produced  reports  demonstrating  the  multitude  of  ways  that 
the  government's  contracting  out  program  wastes  money. 

Government  service  contracts  primarily  purchase  labor  services.  In  the  aggregate, 
at  least  60  percent  of  the  value  of  these  contracts  represent  the  cost  of  hiring  people 
to  perform  day  to  day  work  for  the  government.  Just  as  the  President  has  proposed 
reducing  the  Federal  workforce  by  100,000  as  a  means  to  spur  efficiency,  AFGE  rec- 
ommends a  10  percent  cut  in  the  level  of  spending  on  private  contracts  so  that 
those  in  the  private  sector  will  be  similarly  encouraged  to  do  more  with  less  in  the 
name  of  deficit  reduction.  This  move  can  save  $7.8  billion. 

According  to  a  1985  report  to  the  House  Committee  on  Government  Operations, 
there  is  approximately  $40  billion  worth  of  government  property  which  has  been 
loaned  to  private  companies  as  part  of  the  contracting  out  process.  It  was  found  that 
in  many  cases  these  materials  and  equipment  were  not  necessary  for  performing  the 
contract,  or  were  being  used  to  perform  other  commercial  work  not  related  to  the 
contract,  or  not  able  to  be  located,  or  in  the  worst  cases,  sold  back  to  the  govern- 
ment. If  an  aggressive  effort  were  made  to  reclaim  this  equipment  and  seek  reim- 
bursement for  materials  which  have  been  improperly  used,  maintained,  or  sold  to 
the  government,  we  estimate  $10  billion  could  be  recovered. 

AFGE  has  published  our  ideas  for  improving  government  operations  which  save 
money,  as  well  as  a  list  of  government  programs  and  tax  subsidies  which  we  feel 
cannot  be  justified  in  an  era  of  tight  budgets.  Many  of  our  ideas  are  unique  and  are 
based  on  the  experience  of  AFGE  members  whose  work  experience  in  agencies  and 
programs  throughout  the  government  gives  them  special  insight  into  what  is  useful 
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and  what  is  not  in  the  way  government  functions.  We  would  be  happy  to  make 
these  materials  available  to  the  Committee. 

BusinessWeek  magazine  recently  published  its  own  list  of  spending  cuts  and  tax 
increases  which  would  save  the  government  some  $131  billion.  While  AFGE  cannot 
endorse  that  entire  list,  it  includes  plenty  of  good  ideas  for  ending  programs  of  ques- 
tionable national  benefit,  and  adding  to  revenues  in  ways  which  are  both  progres- 
sive, and  do  not  distort  investment  decisions. 

This  concludes  my  testimony.  Thank  you  for  the  opportunity  to  testify  here  today. 
If  you  have  any  questions,  I  will  be  happy  to  respond. 

Chairman  Sabo.  Thank  you  very  much  for  outUning  what  many 
of  us  consider  a  problem;  and  we  continue  to  look  for  remedies,  and 
we  will  continue  to  work  as  we  continue  to  go  through  the  reconcil- 
iation process.  We  appreciate  your  thoughtful  testimony.  From 
some  of  your  counterparts  also,  earlier,  we  have  heard  this  today, 
and  we  are  sensitive  to  the  issue. 

Mr.  ScHLEiN.  Thank  you,  Mr.  Chairman. 

Chairman  Sabo.  Thank  you.  Mr.  Eric  Young,  Ph.D.  in  physics, 
testifying  as  an  individual.  Welcome,  Mr.  Young. 

STATEMENT  OF  ERIC  YOUNG,  Ph.D. 

Mr.  Young.  Thank  you  very  much.  I  appreciate  the  opportunity 
to  testify  today,  Mr.  Chairman.  My  first  name  represents  my  Swed- 
ish half.  My  mother  was  from  Mankato.  You  might  know  where 
that  is. 

Chairman  Sabo.  I  sure  do,  and  I  will  forgive  you  for  being  a 
Swede.  I  am  a  Norwegian. 

Mr.  Young.  Okay.  And  my  English  half,  the  Young's,  they  reside 
in  Cedar  Rapids,  Iowa.  That  is  not  too  far  away  from  there. 

I  was  born  in  Chicago  in  1948  and  raised  in  Indiana;  thus  I  spent 
a  lot  of  years  in  the  Midwest.  I  got  my  Ph.D.  in  physics  from  Penn 
State.  I  live  in  Columbia,  Maryland,  and  I  really  appreciate  the  op- 
portunity to  testify  here. 

I  have  been  interested  in  fixing  the  Federal  deficit  and  debt  prob- 
lems for  15  years,  and  I  have  been  writing  letters  to  Congress  for 
many  years.  It  is  with  a  great  deal  of  excitement  that  I  approach 
testifying.  I  think  you  have  received  in  my  written  submittal  what 
I  am  calling  Proposition  F.  I  am  proposing  a  constitutional  amend- 
ment that  would  freeze  total  spending. 

As  I  am  sure  you  know,  the  Clinton  budget  calls  for  over  a  3  per- 
cent annual  increase  in  the  total  expenditures.  My  proposal  calls 
for  an  actual  nominal  freeze.  This  freeze  would  stay  in  effect  until 
the  deficit  and  the  debt  are  eliminated,  and  then  would  transform 
into  a  balanced  budget  amendment. 

I  believe  it  has  some  distinct  advantages  over  past  balanced 
budget  amendments.  It  does  have  a  provision  which,  in  the  event  of 
a  national  emergency,  would  allow  a  deficit;  but  it  would  require  a 
two-thirds  vote  of  all  Members  of  both  Houses  of  Congress  and 
agreement  by  the  President.  It  would  have  to  be  renewed  each  year 
during  this  national  emergency.  Enabling  legislation  shall  then  be 
passed  each  year  to  enhance  revenues  and  reduce  outlays  below 
this  limitation. 

I  would  like  to,  just  for  a  minute,  suggest  what  that  enabling  leg- 
islation might  look  like.  It  could  certainly  take  many  forms.  But 
the  idea  here  is  that  the  legislation  would  only  allow  enhanced  rev- 
enues or  reduced  outlays.  It  would  not  allow  the  inverse  to  occur. 
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One  of  my  proposals,  which  I  believe  has  been  fairly  extensively 
studied  by  the  Treasury  Department,  would  be  the  elimination  of 
the  tax  deductability  of  interest  on  corporate  debt.  It  is  estimated 
that  this  would  raise  about  $70  billion  a  year,  and  does  not  require 
tax  rates  to  rise  at  all.  In  fact,  I  propose  that  we  do  keep  the 
income  tax  rates  fixed. 

Number  two  in  the  enabling  legislation,  I  call  for  a  social  re- 
quirements fee,  which  would  be  imposed  on  all  imports.  It  would  be 
a  minimum  of  3  percent,  and  it  would  be  higher  on  goods  from 
countries  that  do  not  agree  to  fair  reciprocal  trade;  i.e.  that  do  not 
agree  to  follow  environmental  regulations,  do  not  treat  workers 
fairly  or  safely,  or  do  not  cooperate  in  mutual  defense.  Unfair  trade 
here  being  characterized  as  either  subsidizing  exports,  or  exclud- 
ing/restricting imports. 

For  each  dollar  of  revenue  enhancements  from  these  proposals,  I 
call  for  a  matching  dollar  in  true  spending  cuts. 

I  am  trying  to  change  the  whole  definition  of  "cut"  here.  This 
means  an  actual  nominal  cut.  It  doesn't  mean  cutting  from  some 
ever-escalating  ladder  of  increase.  This  is  true  frozen  total  spend- 
ing, from  which  further  cuts  would  be  made. 

In  summary,  I  believe  this  program  would  greatly  discourage  the 
use  of  debt.  Across  the  entire  economy  there  is  too  much  use  of 
debt.  In  the  government,  that  is  what  we  are  discussing  here. 

In  the  corporate  world,  with  all  the  takeovers  and  mergers  that 
have  recently  occurred  debt  was  used  for  buying  our  productive 
companies  and  turning  them  into  debt  instruments.  That  was  all 
written  off,  or  a  great  deal  of  it.  I  believe  the  discouragement  of 
corporate  use  of  debt  would  encourage  the  use  of  equity  capital  and 
would  enhance  investment,  which  I  think  many  of  us  have  been 
talking  about. 

Finally  I  would  like  to  say  I  believe  the  public  is  really  calling 
for  this  kind  of  straightjacket.  I  realize  this  Proposition  F  essential- 
ly puts  a  straightjacket  on  the  whole  budgeting  process,  but  I 
really  believe  that  that  is  what  the  public  wants.  Further  I  think 
they  want  to  see  this  done  first. 

This  constitutional  amendment  should  be  passed  first,  and  then 
the  enabling  legislation  after.  In  that  way  the  public  will  really  get 
the  message  that  we  are  serious;  not  just  looking  at  some  ever-esca- 
lating staircase  of  spending,  but  a  real  freeze.  Indeed,  Senator  Rol- 
lings looked  into  this  proposal  several  years  ago.  Early  as  the 
middle  1980's  and  it  is  workable  although  tough.  A  freeze  has  been 
bandied  about,  but  I  don't  know  that  it  has  ever  been  proposed  in 
the  form  of  a  constitutional  amendment. 

In  conclusion,  I  firmly  believe  that  politicians  are  likely  to  re- 
ceive an  F  grade  if  they  don't  go  along  with  this  Proposition  F.  I 
am  hoping  that  this  idea  will  catch  on,  such  that  no  one  will  have 
to  be  flunked. 

Thank  you  for  the  opportunity  to  present  it  here. 

Chairman  Sabo.  We  appreciate  your  taking  the  time  in  coming 
and  to  share  your  ideas.  Thank  you  very  much.  The  committee 
meeting  stands  adjourned. 

[Whereupon,  at  4:20  p.m.,  the  committee  was  adjourned.] 

[The  prepared  statement  of  Eric  W.  Young  and  additional  mate- 
rial submitted  for  the  record  follows.] 
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Martin  0.  Sabo,  Chairman 

House  Budget  Committee 

United  Staes  House  o-f  Representatives 

Washington,  DC   20515 


Dear  Sir: 

It  IS  imperative  to  develop  a  program  to  produce  a 
balanced  budget  in  as  short  a  time  period  as  possible.  Past 
e-f-forts  have  been  i  nsu-f  f  i  ci  ent  !   To  this  end  I  propose  the 
-following  three  step  program:  ^ 

(1)  First  this  year's  budget  must  be  -frozen  at  last  year's 
level  with  all  items  included,  even  debt  service!   This  is 
best  accomplished  by  passing  the  proposed  Constitutional 
Amendment  enclosed  with  this  letter.  The  next  two  should  be 
passed  as  enabling  legislation. 

(2)  Second  the  deduction  o-f  interest  on  corporate  debt  should 
be  eliminated  except  possibly  -for  a  tax  deduction  -for 
research,  development,  and  engineering  o-f  new  products.   This 
would  raise  a  large  amount  o-f  revenue  and  help  reduce  the 
overuse  o-f  debt  in  the  corporate  sector. 

(3)  Finally  a  social  requirements  -fee  should  be  imposed  on 
all  imports,  at  a  minimum  o-f  three  percent.   It  would  be 
higher  on  goods  -from  countries  not  agreeing  to  -fair 
reciprocal  trade,  not  -following  environmental  regulations, 
not  treating  workers  -fairly  or  sa-fely,  not  cooperating  in 
mutual  de-fense  or  other  important  areas.   Companies 
bene-fiting  -from  such  a  -fee  would  have  to  -freeze  prices  on 
domestically  produced  goods  that  compete.   This  would  enhance 
our  trade  position  as  well  as  provide  revenue. 

Each  dollar  o-f  revenue  enhancement  should  be  matched  by 
one  dollar  o-f  spending  cuts.   This  total  program  should 
eliminate  the  de-ficit  in  about  -five  years  and  the  debt  in 
twenty--f  1  ve.   Further  de-ficits  should  only  be  allowed  in  a 
true  national  emergency  as  provided  in  the  Amendment. 


Si  ncerel 


bincereiy:  . 
Eric  W.  Young, 


PROPOSED  AMENDMENT  TO  THE  US  CONSTITUTION 

The  total  budgetary  outl ays (expenditures,  loan  guarantees, 
entitlements,  etc.)  -for  any  subsequent  -fiscal  year  shall  be 
less  than  or  equal  to  the  outlays  for  the  year  of 
ratification  of  this  amendment.  This  limitation  of  outlays 
shall  remain  in  effect  until  the  deficit  and  total  federal 
debt  are    eliminated.   After  such  elimination  this  amendment 
shall  require  a  balanced  budget (outl ays  equal  to  revenue). 
The  terms  of  this  amendment  may  be  temporarily  waived,  for  a 
period  not  to  exceed  one  year,  in  the  case  of  clear  and 
present  national  emergency.   The  declaration  of  such  an 
emergency  shall  require  a  two-thirds  vote  of  all  members  of 
both  houses  of  Congress  and  agreement  by  the  President. 
Enabling  legislation  shall  be  passed  each  year  to  enhance 
revenues  and  reduce  outlays  below  this  limitation. 
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PARENTS  ANONYMOUS,  INC. 
DR.  LISA  PION-BERLIN,  NATIONAL  EXECUTIVE  DIRECTOR 

PARENT  ANONYMOUS,  INC. 

520  S.  LAFAYETTE  PARK  PLACE,  SUITE  316 

LOS  ANGELES,  CA  90057 


Thank  you  for  inviting  me  to  testify  in  person  before  the  House  Budget  Committee.  Unfortunately,  I  was  ill 
and  unable  to  attend  but  am  pleased  to  submit  written  testimony  on  the  FY  1994  Budget.  Given  the  Congress" 
concern  about  children's  issues,  I  am  confident  that  there  will  be  tremendous,  attention  as  reflected  in  the  FY 
1994  Budget,  given  to  the  needs  of  families  and  support  for  the  most  effective  community-based  programs. 

IrUroduclion 

As  the  National  Executive  Director  of  Parents  Anonymous,  Inc.,  I  would  like  to  share  our  successful  program 
and  propose  a  partnership  with  the  federal  government  to  strengthen  the  families  all  across  America.  For 
twenty-three  years  Parents  Anonymous  has  offered  parents  and  their  children  a  lifeline  when  they  are 
experiencing  difficulty  -  hence  our  national  slogan  is  "hope. ..when  being  a  parent  gets  tough". 

Founded  in  1970,  Parents  Anonymous,  Inc.  is  the  oldest  and  only  national  parent  self-help  program  with 
specialized  groups  for  children.  Our  unique  national  organization  provides  leadership  and  support  to  a  network 
of  state  and  local  organizations  which  provide  over  2,100  groups  free  of  charge  for  parents  and  their  children. 
Our  groups  reach  more  families  than  any  other  program  to  stop  and  prevent  child  abuse  and  neglect  all  across 
America.  PA  empowers  parents  to  play  a  vital  role  in  their  own  development  as  well  as  the  future  of  our 
organization  and  empowers  communities  to  address  their  unique  needs  in  a  meaningful  and  effective  way. 


HOPE... 


HOPE.. 


PARENTS  ANONYMOUS  IS  AT  THE  HEART  OF  PARENT  EMPOWERMENT. 


FOR  THE  PARENTS 

On  any  given  week  15,000  mothers  and  fathers  effectively  address  the  stress  of  parenting  and 

strengthen  their  relationships  with  their  children  in  Parents  Anonymous  support  groups  all  across 

America. 


FOR  THE  CHILDREN 

On  any  given  week  9,200  children  of  all  ages  positively  express  their  feelings  and  improve  their 

self-esteem  in  Parents  Anonymous  children's  groups  all  across  America. 


HOPE... 


FOR  OUR  FUTURE 

For  more  than  two  decades.  Parents  Anonymous,  Inc.  has  demonstrated  a  commitment  to 
creating  and  supporting  caring  communities  by  building  on  the  strengths  of  families  and  making 
tomorrow's  world  a  better  place  for  all  of  us. 
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The  Child  Abuse  Crisis  in  America 

Abused  and  neglected  children  in  America  are  many  and  are  at  grave  risk.  2.7  million  children  are  reported 
as  abused  or  neglected  in  the  United  States  each  year  -  more  than  7,000  children  daily  and  more  than  one 
repon  every  five  minutes  (National  Committee  for  the  Prevention  of  Child  Abuse,  1991).  One  half  of  these 
cases  are  serious  enough  to  warrant  the  intervention  of  local  child  protective  agencies  (U.S.  Advisory  Board 
on  Child  Abuse  and  Neglect,  1991).  In  1990  alone,  1,155  children  died  as  a  result  of  this  maltreatment,  and 
each  year  the  numbers  rise  (National  Center  on  Child  Abuse  and  Neglect,  1992).  Traditional  approaches  to 
dealing  with  the  distressing  problem  of  child  abuse  involve  intensive  supervision  by  child  welfare  agencies  and 
the  utilization  of  the  criminal  and  juvenile  justice  systems.  This  strategy  is  vastly  expensive.  The  level  of 
federal  and  state  spending  for  child  protective  service  (OPS)  programs  including  foster  care  placements  now 
exceeds  $3.5  billion  annually  (Daro,  1988). 

LimUs  of  the  Traditional  System  to  Respond  to  the  Crisis 

The  traditional  child  protection  system  is  overburdened.  Caseloads  are  staggering  and  success  rates  are 
disheartening.  When  reports  come  in  alerting  authorities  to  the  existence  of  possible  child  maltreatment,  CPS 
workers  are  mandated  to  respond  in  a  timely  manner.  However,  in  a  survey  conducted  by  the  Child  Welfare 
League  of  America,  it  was  found  that  as  high  as  30%  of  state  administrators  do  not  maintain  a  policy  to 
routinely  investigate  reports  within  the  24  to  48  hours  required  by  legislation  (CWLA,  1986).  In  New  York 
City,  a  recent  review  of  the  crisis  response  system  showed  that  aifter  40  days,  22%  of  reported  children  still 
had  not  been  seen  by  case  workers  (Daro,  1988).  This  disparity  between  the  overwhelming  number  of  families 
needing  assistance  and  the  staff  available  to  respond  has  compromised  the  effectiveness  of  local  CPS,  mental 
health  and  social  service  agencies  operating  under  the  traditional  model.  Furthermore,  current  political 
realities,  including  declining  government  revenues  and  expenditures  on  social  programs,  will  mean  that 
children,  our  most  vulnerable  citizens,  will  continue  to  suffer  (Children's  Defense  Fund,  1991). 

The  Isolation  of  Abusive  Parents 

Meanwhile,  certain  salient  characteristics  of  abusers  cry  out  to  be  addressed.  Over  75%  of  perpetrators  have 
been  found  to  be  the  child  victim's  parent  (National  Center  on  Child  Abuse  and  Neglect,  1992).  Abusive 
parents  are  typically  isolated  and  consequently  have  no  reciprocal  relationships  with  other  adults  which  might 
alleviate  the  everyday  burdens  of  raising  children.  They  have  no  companions  with  whom  to  share  concerns 
and  problems.  In  times  of  crisis,  which  are  frequent  for  those  living  on  the  economic  and  social  margin,  they 
have  nowhere  to  turn.  Feelings  of  helplessness  and  rage  arise.  This  is  the  context  in  which  child  abuse  occurs. 
Studies  repeatedly  show  a  high  correlation  between  poverty,  social  isolation  and  child  abuse/neglect  (Garbarino 
and  Sherman,  1980;  Schorr,  1988). 

Parents  at  risk  for,  or  with  histories  of,  child  maltreatment  are  often  cut  off  from  traditional  mental  health 
services,  because  they  may  lack  the  necessary  resources  such  as  transportation  and/or  telephones.  They 
typically  distrust  the  efforts  of  agencies  and  professional  helpers  to  intervene  with  their  families  and  may  even 
have  been  considered  by  some  providers  as  a  poor  risk  for  therapy  in  a  clinical  setting  (Faller  and  Ziefert, 
1981).  Parents  from  multiethnic  backgrounds  may  encounter  barriers  to  services  within  health  and  human 
service  institutions  that  lack  culturally  relevant  programs.  These  factors,  coupled  with  the  parents'  fear  of  the 
stigma  of  child  abuse,  their  concern  about  being  labeled  "sick"  or  "crazy,"  and  their  fear  about  losing  their 
children,  prevent  parents  from  seeking  and  accessing  the  help  they  so  desperately  need. 

The  Need  for  a  Community-Based  Model  of  Family  Empowerment 

It  has  become  clear  that  an  effective  approach  to  the  problem  of  child  abuse  and  neglect  must  include  both 
parents  and  helping  professionals  in  a  working  partnership.  In  fact,  many  providers  and  policy  makers  are  now 
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realizing  how  crucial  it  is  for  the  entire  community  to  participate  in  a  new  form  of  service.  In  the  report, 
'Creating  Caring  Communities:  Blueprint  for  an  Effective  Federal  Policy  on  Child  Abuse  and  Neglect."  the 
1991  U.  S.  Advisory  Board  on  Child  Abuse  and  Neglect  called  for  a  national  child  protection  policy  that 
encourages  child  protection  as  "an  ongoing  function  of  community  life"  and  provides  federal  leadership  and 
resources  to  "facilitate  neighbors  helping  neighbors"  (1991  :xxv).  Such    community-based    care    must 

extend  beyond  the  traditional  social  and  mental  health  service  delivery  system.  It  requires  a  strong  volunteer 
effort  which  involves  "natural  helping  agents"  from  the  community,  who  may  or  may  not  have  any  institutional 
affiliations.  Neighborhood  helpers  can  include  resilient  families  and  parents  who  are  successfully  coping  with 
stressors,  social  service,  legal,  health,  mental  health,  and  education  professionals;  as  well  as  concerned 
members  of  civic,  religious  and  business  organizations.  The  aim  of  this  "neighbor-to-neighbor,"  voluntary 
effort  is  to  provide  informal  support  and  resources  to  "hard-to-reach"  families,  thus  bringing  an  end  to  the 
social  isolation  that  often  predisposes  parents  to  child  maltreatment.  In  addition,  the  inclusive,  mullidisciplinary 
approach  lends  itself  to  the  integration  of  community  services  for  vulnerable  families.  This  revitalized 
grassroots  approach  needs  to  be  intensive,  flexible  and  cost-effective.  Most  importantly,  the  effort  needs  to 
be  replicable  across  a  broad  spectrum  of  communities  representing  families  of  diverse  ethnic,  linguistic  and 
socioeconomic  backgrounds. 

The  proliferation  of  over  2,100  Parents  Anonymous  groups  throughout  the  country  can  be  traced  to  its  proven 
effectiveness  to  reduce  the  incidence  of  child  abuse  and  neglect,  low  cost  as  compared  to  other  treatment 
programs,  and  widespread  acceptance  by  parents  and  professionals  alike.  The  U.S.  General  Accounting  Office 
(GAO)  Report,  "CHILD  ABUSE:  Prevention  Programs  Need  Greater  Emphasis",  recommended  the  adoption 
of  strategies  that  have  demonstrated  effectiveness  and  cost  benefits  with  funding  through  NCCAN  and  other 
Department  of  Health  and  Human  Services  funding  incentives. 

The  Parents  Anonymous  Model 

PA  was  the  first  organization  to  incorporate  the  philosophy  of  personal  empowerment  into  an  effective  program 
to  help  families  throughout  the  country.  This  empowerment  extends  beyond  the  confines  of  the  PA  support 
group  to  their  families,  to  the  community,  and  to  social  systems.  Some  of  the  positive  outcomes  of 
participating  in  the  PA  program  includes  improved  interpersonal  relationships  with  family  members  and  their 
community,  and  healthier  children  both  emotionally  and  physically.  Those  attending  PA  programs  are  better 
equipped  to  handle  the  daily  stresses  and  obstacles  that  face  all  of  us,  become  more  independent  of  public 
support  services  and  attain  a  better  economic  status.  Our  organization  is  a  shining  example  of  parents  making 
lifelong  changes  which  benefit  themselves  and  their  children.  Many  PA  parents  have  become  inspiring 
spokespersons  for  the  Parents  Anonymous  organizations  and  advocates  for  child  abuse  prevention. 

For  the  past  23  years,  The  Parents  Anonymous  (PA)  program  has  provided  prevention  and  intervention  services 
to  thousands  of  parents  who  either  have  abused  or  neglected  their  children  or  recognize  that  they  have  the 
potential  to  do  so.  Neighborhood-based  support  groups  across  the  country  provide  parents  with  a  non-punitive, 
accepting  environment  in  which  they  can  end  their  social  isolation,  share  their  frustrations  about  parenting, 
build  self-esteem  and  gain  the  sound  child  rearing  skills  they  need  to  prevent  abuse  from  happening  in  their 
families.  The  PA  groups  follow  a  "modified  self-help"  model,  that  involves  the  shared  leadership  of  a  parent 
who  has  made  progress  and  a  professional  facilitator,  who  is  usually  a  volunteer  from  the  local  community. 
Through  interactions  with  their  peers,  abusive  parents  identify  their  problems,  examine  their  attitudes  toward 
child  rearing  and  learn  positive  ways  of  relating  to  their  children.  Group  members  and  the  facilitator  also 
exchange  telephone  number,  offenng  24-hour  support  to  parents  when  they  experience  crisis  or  stress. 

Program  Effectiveness 

The  essential  elements  of  a  successful  community-based  child  abuse  prevention  and  treatment  model  were 
elucidated  in  a  40-month  study  of  eleven  demonstration  projects,  conducted  for  the  U.S.  Department  of  Health, 
Education  and  Welfare.   In  their  report,  Berkeley  Planning  Associates  singled  out  Parents  Anonymous  as  the 
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most  successful  child  abuse  prevention  program  in  terms  of  parent  sati^action,  child  welfare  outcome  and 
cost  effectiveness  (Cohn,  1979). 

"We  found  that  parents  who  participated  in  Parents  Anonymous,  irrespective  of  whatever  other 
services  they  received,  were  significantly  more  likely  to  have  their  problems  resolved  than 
clients  who  did  not  participate  in  this  service."  (p.  495) 

Behavior  Associates  of  Tucson,  Arizona  found  that  Parents  Anonymous  participation  provided  an  almost 
immediate  decrease  in  reported  frequency  of  physical  abuse  by  family  perpetrators.  Another  major  program 
outcome  was  that  PA  parents  developed  feelings  of  competence  in  parents  that  participated  in  groups,  as  well 
as  the  ability  to  deal  with  stress.  This  is  important,  considering  the  widely  held  view  that  abusive  parents  lack 
impulse  control  and  problem-solving  skills.  The  severity  of  any  recurring  physical  abuse  was  also  found  to 
decline  with  time  in  the  program.  Client  satisfaction  was  high  in  the  PA  program  and  increased  significantly 
with  duration  of  attendance.  Moreover,  the  evaluation  of  the  children's  programming  demonstrated  an 
increased  ability  in  children  to  express  their  anger  and  verbalize  their  feelings  more  appropriately  and  markedly 
improve  their  self-esteem  (Behavior  Associates,  1976). 

Prevention  Focus 

Parents  Anonymous  is,  at  its  core,  a  community  empowerment  model.  Parents  and  community  volunteers  come 
together  in  a  climate  of  equal  participation  and  shared  leadership.  Help  is  reciprocal;  parents  increase  their 
self-esteem  and  feel  empowered  by  the  act  of  helping  others.  These  program  elements,  plus  the  fact  that  there 
is  no  charge  to  PA  participants,  make  Parents  Anonymous  accessible  to  maltreating,  or  potentially  maltreating, 
parents  who  are  not  generally  served  by  traditional  child  abuse  prevention,  intervention  and  treatment  programs. 
A  remarkable  93%  of  PA  members  participated  voluntarily  (Behavior  Associates,  1976)  and  many  statewide 
programs  report  that  50%  to  80%  of  participating  parents  refer  themselves  (Communications  from  PA  of 
Minnesota  and  PA  of  Arizona,  1992).  Throughout  the  U.S.,  Parents  Anonymous  has  successfully  reinforced 
the  idea  that  it  is  a  sign  of  strength  to  ask  for  help. 

Responsiveness  and  Diversity 

One  of  the  reasons  Parents  Anonymous  is  so  widely  replicated  is  the  core  of  the  program  model  can  be  adapted 
for  special  populations  and  cultures.  Wherever  Parents  Anonymous  has  been  approached  or  has  seen  a  demand 
for  specialized  services,  PA  programs  have  been  developed  to  meet  those  needs.  There  are  Parents  Anonymous 
groups  for  single,  teen,  mincrity,  and  incarcerated  parents;  grandparents;  "at  risk"  youth  and  their  parents;  and 
adult  survivors  of  child  abuse  (see  attached  Hope  for  the  Future. . .  brochure). 

Parent  groups  are  only  one  of  many  facets  of  PA's  efforts  to  prevent  and  end  child  abuse  and  neglect.  Services 
to  children  who  have  been  reared  in  an  abusive  home  environment  are  equally  imperative.  Special  children's 
groups  have  also  been  developed  as  part  of  the  PA  model.  These  groups  help  children  heal  the  scars  of  abuse 
so  that  they  will  not  become  abusive  parents  ~  breaking  the  "inter-generational  cycle  of  abuse".  For  the  past 
twenty-three  years.  Parents  Anonymous  has  touched  the  lives  of  three  generations  of  families.  By  addressing 
the  issues  and  problems  of  parents  and  their  children  simultaneously,  our  program  ensures  that  the  next  baby 
bom  to  the  grown  child  of  a  PA  parent  will  come  into  the  world  with  a  better  chance  for  a  happy  childhood. 

Volunteer  Involvement 

On  an  annual  basis,  over  10,000  individuals  volunteer  their  time  to  facilitate  groups,  to  answer  hotlines,  to 
participate  in  public  awareness  campaigns  and  fundraising  activities,  and  to  form  community  advisory 
committees  devoted  to  the  formation  and  continuation  of  Parents  Anonymous  support  groups.  These 
collaborative  efforts  on  a  local  level  affect  change  not  only  within  the  family  but  within  the  communities  in 
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which  Parents  Anonymous  exists  and  thrives.  Parents  Anonymous  changes  the  fabric  of  society  such  that  an 
environment  is  created  that  encourages  an  abusive  or  potentially  abusive  parent  to  ask  for  help,  makes  it 
acceptable  for  that  parent  to  seek  help,  and  empowers  the  parent  to  take  responsibility  for  their  situation. 

Cost  ^fectiveness 

Compared  to  the  estimated  lifetime  cost  of  over  $2,000,000  (FACT  FIND,  Center  for  Early  Education  and 
Development,  University  of  Minnesota,  1990)to  our  society  for  each  abused  child.  Parents  Anonymous' 
services  prevent  child  abuse  at  a  cost  of  less  than  $  3,000  annually  per  family.  GAO  states  that  well  designed 
prevention  programs  can  pay  for  themselves  and  actually  reduce  costs.  These  longer  term  savings  are  based 
on  reducing  costs  of  social  problems,  such  as  juvenile  delinquency  and  special  health  care  needs,  related  to 
abuse.  However,  compared  with  $1.8  billion  provided  for  out-of-home  placement  in  1991,  NCCAN  only 
provides  $60  million  annually  for  both  treating  and  preventing  child  abuse.  In  a  tight  national  economy,  it 
makes  good  sense  to  invest  in  programs  with  proven  effectiveness  that  can  be  implemented  easily  and 
economically. 

Current  Demand  for  Services 

Every  year  thousands  of  parents  reach  out  for  help  and  contact  Parents  Anonymous.  For  example,  more  than 
70,000  parents  asked  for  help  from  Parents  Anonymous  from  neighborhoods  throughout  this  country  after  the 
recent  broadcast  of  "Scared  Silent"  which  was  the  most  watched  documentary  special  ever  shown  on  American 
television.  As  a  result  of  this  broadcast,  .  We  are  asking  the  federal  government  to  be  our  partner  in  order 
to  meet  the  enormous  demand  for  these  vital  services.  Without  a  coordinated  response  to  this  overwhelming 
demand,  parents  and  their  children's  cries  for  help  will  go  unanswered. 

Federal  Partnership 

From  the  birth  of  the  first  federal  legislation  on  child  abuse,  Jolly  K. ,  the  founder  of  Parents  Anonymous,  was 
the  voice  for  thousands  of  parents  seeking  help  for  their  abuse  issues.  As  a  result.  Parents  Anonymous,  Inc. 
formed  a  partnership  with  the  federal  government  to  expand  services  throughout  the  country.  Unfortunately, 
in  recent  years  this  essential  support  has  diminished  and  we  have  been  asked  to  compete  for  limited  resources 
focused  exclusively  on  placement  for  abused  children  or  "experimental"  programs  rather  than  proven  effective 
efforts  such  as  Parents  Anonymous  which  have  touched  the  lives  of  hundreds  of  thousand  parents  and  children 
for  over  twenty  years.  This  is  in  total  agreement  with  the  GAO's  report  that  prevention  programs  should  not 
have  to  compete  with  programs  that  address  abuse  after  it  has  already  occurred.  This  is  where  the  federal 
government  can  play  a  vital  role. 

As  the  only  national  organization  with  a  proven  track  record  in  developing  and  implementing  direct  service 
programs  which  build  on  the  strengthens  of  families.  Parents  Anonymous's  vital  national  organization  and 
network  can  be  expanded  to  meet  the  ever-growing  demand  with  the  federal  funding.  With  $  2.5  million 
Parents  Anonymous,  Inc.  would  be  able  to  support  new  program  initiatives  with  the  design  of  program  models 
and  materials  and  coordination  of  implementation  in  urban  and  rural  communities  such  as  Head  Start,  juvenile 
justice,  drug  prevention  and  school-based  programs;  complementary  training  and  technical  assistance  on 
regional  and  national  levels;  comprehensive  and  on-going  research  and  evaluation  efforts  with  the  intent  of 
measuring  impact  and  improving  services  to  parents  and  their  children;  and  providing  information  and  referral 
to  parents,  professionals,  and  the  general  public;  and  coordinate  public  awareness  and  education  to  promote 
understanding  of  parenting  issues.  Another  $  1.5  million  in  federal  funds  would  allow  for  the  development  of 
a  minimum  of  150  new  parent  and  children's  groups  all  across  America.  This  federal  partnership  would  in 
turn  leverage  equal  in  value  local,  county  and  state  government;  foundation;  and  corporate  funds  and  the 
thousands  of  volunteer  hours  donated  by  dedicated  people  from  communities  in  every  state. 
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As  the  National  Executive  Director  of  Parents  Anonymous,  Inc.,  I  am  available  and  willing  to  work  closely 
with  this  Committee  and  the  new  administration  to  form  a  viable  national  initiative  to  establish  PA  groups  in 
every  community  where  parents  see  the  need  and  where  communities  come  together  to  address  the  problems 
in  a  meaningful  way.  1  also  extend  a  personal  invitation  to  come  and  meet  with  Parents  Anonymous  parents 
and  children  at  any  location  of  your  choosing  so  that  you  can  meet  in  person  and  discuss  how  PA  parents 
solved  their  abuse  problems  and  turned  their  lives  around. 
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Prepared  Statement  of  Bruce  M.  Fried,  Executive  Director,  America's 

Coalition  for  Transit  NOW 

Mr.  Chairman,  thank  you  for  this  opportunity  to  provide  testimony  as  part  of  this 
open  forum  on  the  FY  1994  budget.  I  am  Bruce  M.  Fried,  Executive  Director  of 
America's  Coalition  for  Transit  NOW,  a  diverse  Coalition  which  includes  businesses, 
environmental,  health  care  and  disability  groups,  financial  institutions,  and  a  broad 
range  of  other  entities.  What  brings  us  together  in  this  Coalition  is  a  belief  that 
public  transit  offers  opportunities  for  improving  the  economy,  increasing  the  mobili- 
ty and  productivity  of  this  nation's  work  force,  and  has  a  positive  impact  on  the 
environment  and  health  care  costs. 

Transit  NOW  has  been  active  in  mobilizing  those  not  ordinarily  associated  with 
mass  transit  to  energize  support  for  the  passage  of  the  Intermodal  Surface  Trans- 
portation Efficiency  Act  (ISTEA)  as  well  as  the  transit  pass  provisions  that  were 
contained  in  last  year's  Comprehensive  Energy  Policy  Act.  A  complete  listing  of 
Transit  NOW  members  is  attached  for  the  inclusion  in  the  record. 

Mr.  Chairman,  transit  serves  both  urban  and  rural  areas.  In  fact,  just  a  little  over 
two  years  ago,  at  a  conference  for  Congressional  legislative  staff  sponsored  by  Tran- 
sit NOW,  Dr.  Joycelyn  Elders,  the  chief  health  officer  for  the  State  of  Arkansas  and 
currently  the  Surgeon-General  designate  of  the  United  States,  stated  that  one  of  the 
most  cost  effective  efforts  in  her  eyes  was  to  utilize  scarce  resources  to  train  bus 
drivers,  because  getting  people  to  the  doctor  or  hospital,  especially  in  rural  areas,  is 
so  vital  to  promoting  health. 

Among  my  organization's  goals  this  year  is  the  full  funding  of  ISTEA.  As  such. 
Transit  NOW  applauds  President  Clinton's  Rebuild  America  program.  We  see  it  as 
a  necessary  component  of  a  vital  long-term  strategy  to  rebuild  our  infrastructure.  It 
is  our  hope  that  Rebuild  America  and  the  President's  Economic  Stimulus  Package 
will  receive  expedited  support  in  this  Committee  and  the  Congress. 

As  you  are  aware  the  President's  proposal  would  increase  funding  for  transit  pro- 
grams by  $752  million  over  the  baseline  for  1993.  While  this  increase  would  not 
fully  fund  the  transit  programs  at  levels  provided  for  in  the  ISTEA  legislation,  this 
represents  a  major  public  policy  shift.  Transit  NOW  supports  this  much  needed  in- 
crease. We  urge  that  the  FY  1993  Economic  Stimulus  package  be  enacted.  We  are 
confident  that  the  Appropriations  Committee  will  expedite  action  and  bring  this  bill 
to  the  House  floor  shortly. 

The  Administration's  FY  1994  budget  will  not  be  submitted  to  the  Congress  until 
early  next  month.  Despite  this  fact,  we  find  ourselves  in  a  unique  situation  where 
the  Budget  resolution  will  be  considered  within  the  next  two  weeks.  Transit  NOW 
urges  that  this  committee  recognize  the  importance  of  building  upon  the  President's 
initiative  and  approve  a  FY  1994  budget  for  the  Federal  Transit  Administration  of 
the  Department  of  Transportation  that  builds  upon  a  base  which  includes  the  levels 
contained  in  the  Economic  Stimulus  Package. 

Some  may  ask  if  there  is  really  a  need  to  fund  transit  at  this  level.  Let  me  offer 
just  one  example.  All  of  us  should  be  concerned  that  more  that  12,000  of  the  55,000 
standard-sized  buses  in  operation  (22  of  the  total)  exceed  the  12-year  age  at  which 
the  Federal  Transit  Administration  (FTA)  recommends  their  replacement.  Some  40 
percent  of  small  buses  and  vans  in  use  exceed  the  age  at  which  FTA  recommends 
their  replacement.  Yet,  figures  provided  by  the  American  Public  Transit  Association 
(APTA),  show  that  currently  just  25  percent  of  the  standard-size  bus  production  ca- 
pacity in  this  country  is  being  utilized.  Idle  factories  aren't  good  business  and  don't 
represent  sound  economic  or  public  policy. 

Transit  NOW  is  also  concerned  about  the  disposition  of  the  2.5  cents  per  gallon 
gasoline  tax  which  is  scheduled  to  expire  in  1995.  While  this  may  not  be  within  the 
direct  purview  of  this  Committee,  it  could  have  a  very  significant  impact  on  funding 
decisions  upon  which  you  will  be  asked  to  make  recommendations.  Any  change 
could  have  a  negative  impact  upon  the  Mass  Transit  Account  of  the  Highway  Trust 
Fund.  A  diversion  of  just  .5  cents  from  transit  will  lead  to  a  reduction  of  between 
$600  million  and  $700  million  per  year. 

The  Mass  Transit  Account  of  the  Highway  Trust  Fund  was  established  by  the 
Surface  Transportation  Assistance  Act  of  1982  to  credit  a  portion  of  revenue  from 
the  motor  vehicle  fuel  tax  (gas  taxi  for  transit  purposes.  It  is  important  to  under- 
stand that  this  was  the  product  of  long  negotiations  surrounding  the  proper  mix  of 
revenue  for  highways  and  transit.  The  gas  tax  was  raised  by  5  cents  per  gallon, 
from  4  cents  to  9  cents,  with  1  cent  of  the  5  cent  increase  being  credited  to  the  Mass 
Transit  Account. 

The  gas  tax  was  increased  by  an  additional  5  cents  on  December  1,  1990.  Of  that 
amount,  2.5  cents  is  dedicated  toward  deficit  reduction,  2.0  cents  is  credited  to  the 
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Highway  Account  of  the  Highway  Trust  Fund,  and  0.5  is  targeted  for  the  Mass 
Transit  Account  of  the  Highway  Trust  Fund.  If  this  2.5  cents  per  gallon  is  extended, 
it  is  imperative  that  current  policy  be  maintained  and  that  scarce  resources  contin- 
ue to  be  distributed  between  both  mass  transit  and  highways. 

Since  the  passage  of  the  Urban  Mass  Transit  Act  over  25  years  ago,  this  nation 
has  made  a  significant  investment  in  our  transit  infrastructure.  Now  is  the  time  to 
reinvigorate  that  investment  and  realize  the  goals  set  forth  in  ISTEA. 
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